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Public Economy 


The Farce of Parliamentary Control of 
Expenditure 
By John W. Hills, M.P. 


Formerly Financial Secretary to the Treasury 


HERE is much talk of economy. Parliament, the 

Press and the platform combine to flood the 

country with exhortations, unanimous when con- 
fined to generalities, but conflicting as soon as they 
touch particular problems. That the interest excited is 
widespread is undoubted, and if a good deal of the 
criticism is misdirected the blame must be laid at the 
door of leaders of public opinion. Let us start, therefore, 
with admitting the need for cutting down national 
expenditure, and let us examine some methods recently 
suggested to effect that object. 

But, first of all, one class of criticism may be dis- 
regarded. Some journals of large circulation still talk as 
though there were a wide field of useless expenditure 
which could be harvested, were it not that politicians 
were inept or corrupt, or both. Such charges are widely 
made, and no doubt generally believed, but they are 
untrue. Useless extravagance has been pruned away 
long ago. The ground remaining to be covered is either 
some readjustment of the machinery of government, or 
some general reduction in the cost of services of national 
utility. Here or there, perhaps, we can find another 
Pembroke Dockyard and lop it off, but there are few 
such fruits left on the barren tree, and if we have to cut 
we must cut growing wood. 

First of all, may I be elementary for a moment ? 
The two instruments of economy are the executive and 
the legislature. In Great Britain, as in most democratic 
countries, these overlap, for the Government, who, with 
the Civil Service, form the executive, sit in the legislative 
chamber and control it, or they would cease to be the 
Government. When, therefore, the House of Commons 
as a legislature is called upon to be economical, it is 
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treated as something distinct from, critical of, or hostile 
to the Government, which Government is the one it has 
chosen and supports. It is in the capacity of critic or 
enemy of its chosen Government that it is urged to revise 
national expenditure. That it has the power there is not 
a shadow of doubt. No penny of public money can be 
spent unless the House of Commons sanctions the outlay. 
And from the fact that it holds the power come the 
calls that are made to it to exercise that power, and sit 
in judgment on the Government. The House can do it, 
it is commonly said; let it only use its undoubted rights, 
and all will be well. It is its own fault that it does * 

Such is the charge generally made, and, in truth, 
is a plausible one. Moreover, not only is it ceaalite 
but it is generally believed, and the fact that parliamen- 
tary criticism on estimates is rarely directed towards 
sound financial administration, and usually wastes itself 
either in polemical crusades or in futilities, tends to 
discredit the House of Commons. Later on in this article 
something will be said about the respective places of 
legislature and executive in national finance. All that 
need be stated at present is that the charge is a damaging 
one, that if untrue it should be disproved, and that if 
true the evil should be remedied. 

But, first of all, what steps have been taken to make 
legislature, as distinct from executive, a criticizing or 
revising body, and what further steps have been sug- 
gested ? Strange and rather dreadful though it may 
appear to some, the ordinary parliamentary scrutiny of 
estimates can be omitted. It is nearly useless. As I do 
not want to waste time over this, yet can hardly expect 
readers to take it on my word, I will merely quote two 
great authorities, whose capacity cannot be questioned. 
Sir Herbert Samuel was long in Parliament, held high 
Cabinet office, and was chairman of the Select Committee 
on National Expenditure. Yet he could write as follows: 
“So far as the direct control of expenditure is concerned 
the estimates might as well not be submitted to Parlia- 
ment at all.’”” Mr. Hilton Young was not only one of the 
ablest of recent Financial Secretaries to the Treasury, 
but has achieved an international reputation. And he 
has written: “Once the estimates have been published 
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the taxpayer’s fate is sealed.’” He would be a bold man 
and a foolish one to question such weighty pronounce- 
ments. Parliamentary examination of estimates can, 
therefore, be ruled out. There remain the three organiza- 
tions which are at the same time instruments of the 
House of Commons as a legislature, and also factors for 
economy. These, the Comptroller and Auditor-General, 
the Estimates Committee, and the Public Accounts 
Committee of the House of Commons, were described in 
an article which I had the honour of contributing to the 
first number of THE BANKER. It is not proposed to 
repeat what was then said. The Comptroller and 
Auditor-General remains the great pillar of constitutional 
‘finance. He has his hand on the Exchequer Account (the 
Consolidated Fund), and will not let a penny out of it 
except on the authority of Parliament. Placed above 
governments, holding office under the King’s warrant, 
coercible by no Minister, and with the power to inform 
the House and the country through the Speaker should 
he detect any irregularity, he remains the model of what 
such an official should be, and has served as exemplar to 
many lands. But he cannot perform the three offices 
which economy requires, to see that money is allotted to 
the right service, that no more is voted than needed, and 
that what is granted is spent to the best advantage. 
All he can do is to make certain that no more is issued 
than the House of Commons has authorized, and that it 
is spent in the way that the House ordered—a very 
different task. He can, perhaps, provide that no exces- 
sive waste is incurred, but his power to do this is slight. 
For economy in the stricter sense the House of Commons 
has set up two bodies, and it is in regard to an extension 
of their character and duties that discussion is taking place. 

The first to be considered is the Estimates Committee. 
At present this body is nearly, if not quite, useless; it is 
appointed at the beginning of the session after the 
estimates have been published and the Government com- 
mitted to them, and it cannot change them without loss of 
prestige; also it is in terms forbidden to criticize policy. 
Now most expenditure depends on policy, which the 
committee are compelled to swallow. It can, therefore, 
do little more than indulge in general disquisitions of a 
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not very enlightening kind. But a suggestion recently 
made would change its powers so profoundly, and bring 
so new an element into our constitution, that it deserves 
careful thought. It is that the Estimates Committee, 
instead of being appointed in February or March after 
the estimates have been published, should start work in 
the previous winter when estimates are in the making. 
Every autumn the finance of the following year, which 
begins on April 1, is got into shape. On Octobe r I the 
Treasury issues to the spending departments the Estimates 
Circular, which calls for the forwarding of all estimates 
to the Treasury at the latest by the middle of January. 
It is when they are received that the real conflict of will 
begins, and the unending battle is waged between minis- 
tries that want to spend, and the Treasury that wants to 
save. It is here, in the two months of December and 
January, that economy is made. Why should not the 
Estimates Committee see the estimates at that time ? 
Then they could have real power, and the House of 
Commons, whose servant they are, have real power also. 
The committee could throw their weight either for or 

igainst a saving or a spending. The fact that the Govern- 
mal had fought for an economy and been beaten by a 
department, or that a department had wanted a useful 
expenditure, which the Treasury vetoed, would be within 
their knowledge. In a sense they would be partners of 
the Government if they approved, and forcible critics 
if they opposed. Why should not this be done ? 

The attraction of the plan is obvious. To create the 
scheme the executive would have parted with some of its 
omnipotence; it would have allowed a committee access 
to its decisions whilst they were being taken. It would 
have laid its financial soul bare. But it is in these very 
concessions that the impracticability of the scheme lies. 
Finance is the pith and marrow of government, and it is 
difficult to imagine a British administration surrendering 
it. There are many good reasons why it should not. 
Weakening of the central power may carry with it a 
relaxed sense of responsibility, and the recent turmoil 
in the French Chamber, where groups can promulgate 
platform finance for which they know they will never be 
held answerable, is a discouraging.example. Financial 
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authority must be one and indivisible. No Government 
can share it. And, indeed, it is equally inconceivable that 
it should allow a foreign body such as the Estimates 
Committee to step behind the curtain when the Budget 
of the year is being compacted. Be it remembered that 
this committee is composed of all parties in the House, 
critics as well as friends of the Government. It would be 
their duty to the House, and not only to their party, to 
castigate proceedings of which they disapproved. Under 
present conditions no Government can or ought to grant 
such a liberty. The country’s finances are in its keeping, 
and it will stand or fall by its performance. But it is too 
much to ask it to allow a critic to sit at the table whilst 
its mind is being made up. 

So much for that. It is really on a par with the 
numerous suggestions made from time to time to introduce 
something in the nature of the French Budget Committee, 
which can reject an estimate or a tax and bring in a new 
one. It works badly in France, and would be impossible 
here. The other proposal stands in a different order. 
Mr. William Graham, in a recent article in “‘ The National 
Review,” suggested that the Public Accounts Committee 
should be enlarged into a general Finance Committee, 
consisting of not more than forty or fifty members. The 
Public Accounts Committee, be it remembered, is the 
body that examines the nation’s accounts after they have 
been paid, and does invaluable work in detecting incom- 
petence, waste, or. diversion of funds. Mr. Graham’s 
object is wider ‘than economy, for he expects his Finance 
Committee to instruct itself in financial problems 
and to render expert advice. Repayment of debt, the 
gold standard, inter-allied debts, the burden of taxation 
would all come within its purview; prices, costing, 
exchange, Government guarantees and subsidies, foreign 
loans and market conditions would in turn occupy its 
attention, and on all these matters it would be ready 
with 2 considered judgment. Its examination of public 
accounts would continue; that is another pillar of econo- 
mical finance and nobody wants to weaken it, but in 
addition it would be a general advisory body whose 
counsels no Government could afford to disregard. It 
would, of course, have no legislative power, but, being 
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appointed for the duration of Parliament and composed 
of members who change little, it would acquire a corporate 
responsibility and a corresponding weight in _parlia- 
mentary discussions. 

An attractive idea again. But it is difficult to see how 
calling forty people a committee will turn them into 
financial experts. Common discussion, contact of mind 
with mind, concentration on one subject will no doubt 
stimulate the intelligent and quicken the backward, but 
economy requires power as well asinfluenceand knowledge. 
Indeed, one has to rub one’s eyes to find where economy 
comes into the scheme. In fact, the distinguished author 
is not in the main seeking for it. He wants an instructed, 
expert, supervisory body; as such it may be desirable to 
found a Finance Committee, although, perhaps, it may 
be permissible to express a detached scepticism. But asa 
machine for reducing expenditure it would not go far. 

If that is so, if neither of the plans give the object of 
our search, to what are we driven? Why, to this: that 
economy in detail, the choice of the proper objects of 
expenditure, the allotment to each of its quota of money, 
and the scrutinizing of the way in which it is used, must 
remain the function of the executive. It cannot be the 
business of a modern legislature. 

There are, of course, qualifications on this. The 
House of Commons can correct gross misdoing. Again, 
since it can unmake a Government, it can overthrow an 
executive which is wildly extravagant ; and the electorate, 
helped by a vigilant Press, can make its views known: 
if there is a strong public opinion that the administration 
is wasteful, it will soon be reflected in by-elections. 
Moreover, an opposition can be trusted to make the most 
of a Government’s failings. In other words, the House 
of Commons can, and would, refuse to sanction gross 
inefficiency ; if it did not, the constituencies would bring 
it to book, and an alternative Government is always 
ready and waiting. But outside these limits the executive 
must be trusted. The House of Commons cannot separate 
finance from the other great causes for which a Govern- 
ment stands, and condemn it on one hand while supporting 
it on the other. To this conclusion I have been driven 
reluctantly, but definitely. A long experience of dis- 
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cussion upon estimates in the House proves that finance 
is only one element, often the smallest element, in these 
deliberations. The general record of a Government is at 
issue, and expenditure is only a weapon used in the 
conflict. Or estimates may be used as a screen for run- 
ning a crusade, often a most extravagant crusade, or for 
mere brutal waste of time. Moreover, the last twenty 
vears show clearly that the legislature is becoming a 
spending, and not a saving, body; for one suggestion of 
saving you have ten of spending. And if you look from 
the House to the electorate you find the same features. 

It is the experience of every candidate for Parliament 
that economy is only a popular electoral cry when it is 
not converted into the concrete. This spirit is reflected 
in members, and in members of all parties. The Govern- 
ment spend their time in resisting extravagance rather 
than, as is generally supposed, in promoting it. They 
are well equipped for the contest. In the departments of 
State, each under its accounting officer, supervised by 
the continuous and expert control of the Treasury, they 
have an efficient instrument. They can economize if 
they like. On the whole they are doing so, whatever party 
is in power, and at any rate, if they do not, no legislature 
can compel them. Let us recognize the fact, and let us 
admit that the House of Commons, whatever was the 
case in the past, when its constitution was different and 
the circumstances of the day utterly dissimilar, can no 
longer fulfil what some critics continue to regard as its 
primary work. It is no condemnation of the House to 
say that it is unfitted for it. Times have changed, new 
claims are coming forward every day for the extended 
use of the taxpayers’ money, and Members of Parliament 
voice these claims. In the centre stand the Government, 
on whom all these attacks converge. The Chancellor of 
the Exchequer and the Prime Minister have to examine 
them and have to decide between conflicting demands. 
If they fail, theirs is the blame; if they succeed, they get 
little credit. If I am correct, the relation of the House 
to the Government on finance has changed, is changing, 
and will change still further; it is as well to admit the 
fact, and not to waste time in bewailing a past which can 
never return. 
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THE monetary situation is still obscure, but now that the 
tax-gatherer has finished for the time being the painful 
process of extracting from the unwilling the 

Monetary enormous sum that now goes to the making 
Prospects of a normal budget the outlook should be- 
come clearer. The Bank of England has 

yet to obtain a substantial sum of gold before the reserve 
position will be as strong as it was a year ago; and until 
that position has been restored a Bank Rate lower than 
it was at that time would not be easy to justify. The 
autumn is the period when gold normally leaves this 
country to finance movement of the world’s crops, and 
only a few months remain in which the Bank can prepare 
for this autumnal drive. The slump on the New York 
Stock Exchange, due to the curtailment of bank credit for 
stock speculation, has brought about a squeeze for money 
in Wall Street, and that has forced up money rates. 
There is, therefore, less prospect than ever of our being 
able in the near future to draw gold from the United 
States. America does not do enough foreign lending to 
permit of a wider re-distribution of the world’s monetary 
stock of gold. Discount rates ought not to be allowed to 


slip away. 


Mr. JAMES MAxtTon, M.P., the new chairman of the 
Independent Labour Party, made some observations 

concerning his Bank of England Nationaliza- 
Mr. Maxton tion Bill at the annual meeting of the dele- 
= a qd. gates to the Independent Labour Party 
Pe i + Conference at Whitley Bay. He counselled 

practical wisdom in dealing with day-to- 
day problems, while preaching on the propaganda platform 
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revolutionary doctrine to its absolute limit. It was true 
that in his Bill for nationalizing the Bank of England he 
provided for commissioners to consider the question of 
compensation. Commissioners appointed by a Tory 
Government would give substantial compensation. He 
hoped, however, that at no distant date there would be a 
revolutionary mandate irom the community, who would 
appoint commissioners to call up shareholders before 
them, as the unemployed man was now called before 
committees, and ask them if they were absolutely 
destitute. If the shareholders could prove they were 
destitute, proper allowances would be made to keep 
themselves and their wives and families in decent 


physical efficiency. 


THE Midland Bank’s excellent compilation of new capital 
issues shows that there is no falling off in the demand for 
capital either at home or abroad. Last 

The Demand Month’s emissions were larger than in any 
for New month for the last four years, and it brings 
Capital _ the total for the first quarter of the year up 

to £78,028,000, which also is the biggest 

total for any similar quarter since 1922. This is at the 
rate of over £300,000,000.a year. Obviously this pace is 
much too hot to last. According to the Board of Trade 
analysis our savings last year available for foreign invest- 
ments amounted to about £28,000,000. Inasmuch as our 
investments abroad in the first three months of this year 
were greater than this total it is not surprising that our 
exchange with New York stands below par. It cannot 
struggle up to it unless and until the demand for loans for 
overseas destinations or the supply of savings for this 
purpose increases. Keenness of the demand is the real 
cause of the rise in rates of interest on gilt-edged invest- 
ments. These are higher than they were two years ago, 
which renders the outlook for cheaper re-financing very 
poor indeed. In the next eighteen months the Treasury 
has nearly {400,000,000 of 5 per cent. debt maturing; and 
would like to replace it with 4 per cent. debt. But at 
present it seems impossible that it will be able to 
reborrow the money with any saving at all. Let us 
hope the tendency of interest rates will drop in the near 
future. A curtailment of borrowing would help a 


great deal. 
x 
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THE old Budget closed with a better result than had been 
expected. At the end of December last there was a 
deficiency of revenue of 124,000,000, 
The Old against {90,000,000 at the corresponding 
Budget date in 1924. Thanks to the buoyancy of 
the revenue the final outcome was a defi- 
ciency of £14,038,120, as compared with a surplus of 
£3,058,884 for 1924-5. Apart from the coal subsidy, 
which is estimated to have cost £19,000,000, there would 
have been a surplus of about £5,000,000, and the amount 
of debt redeemed would have been £55,000,000, including, 
of course, the {50,000,000 set aside to ad Baldwin Sinking 
Fund. As things happened, however, the amount of debt 
actually redeemed was £36,000,000. The sinking fund 
of £50,000,000 was maintained by borrowing the amount 
of the deficit, £14,000,000. The revenue was remarkably 
fruitful. It yielded {12,600,000 more than in 1924-5, but 
this was mainly due to super-tax and miscellaneous re- 
venue. The increase in these two items amounted to 
over £15,000,000. The total revenue was £812,061,658, 
and the total expenditure was £826,098,778. 


So much for the old Budget, but what of the new ? 
Estimates of supply expenditure exceed £417,000,000, 
against {407,000,000 a year ago. Not much 

The New can be saved on ‘national debt interest, and 

Budget unless the Road Fund is reduced the total 

expenditure cannot be very much less than 
last year’s revised estimates. The new pensions scheme 
will cost several millions, and it is not unlikely that the 
Government will have to continue in some form the coal 
subsidy. 

There is, therefore, a risk which cannot be ignored 
that expenditure will be over {£800,000,000—probably 
over £{810,000,000. Obviously there can be no relief for 
the taxpayer. On the contrary, it may be necessary to 
add to his burdens by a tax on “luxury” products, 
betting, or some other ingenious trades and callings. 
The taxpayer would certainly prefer these exotic taxes 
to more income tax. The latter is now at a point which 
tends to weaken its power as a fiscal weapodn. Evasion 
is believed to be widespread, especially among the shop- 
keeping class, and by holders of bonds, coupons of which 
can be cashed abroad. The efficiency of fiscal weapons 
depends in the end upon the willing co-operation of the 
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taxed. That cannot be obtained unless the tax is moder- 
ate. To-day direct taxation is at a point at which the 
law of diminishing returns tends to operate. 


THE annual report of the Bank of Japan shows a decrease 
of 8,441,264,058 yen in the turnover of the bank, and the 
average note circulation was less than in 

—- of 924, by 31,999,169 yen. The total dis- 
P counts for the year were 3,153,442,012 yen, 

a decreasé of 1,015,397,125 yen. The Governor’s speech 
at the general meeting was modelled on the lines of the 
massive orations of the chairmen of the Big Five. He 
surveyed Japan’s economic position, and he urged greater 
effort on the part of the public to increase production by 
the ancient and admirable means of thrift and hard work. 


Ho.pers of French bank shares must envy their brethren 

in Great Britain. A comparison between the dividends 

paid in 1913 and 1926 makes depressing 

, reading. In 1913, the Lyonnais paid 65 

F — francs gold, and is paying 80 francs paper 

now; the Comptoir paid 40 francs gold, 

against 60 francs paper now. The Société 

Générale paid 21 francs gold, against 27°50 francs paper ; 

the Union Parisien 50 francs gold, canines 45 francs paper ; 

the Banque de Paris 75 francs gold, against 80 francs 
paper. These dividends are not free of tax. 

This year’s results are greater than last year’s, but 
administrative charges have increased considerably, and 
the taxes paid by many banks exceed the sum distributed 
in dividends. The price of shares is steadily declining. 


SENHOR INOCENCIO CAMACHO will continue to act as 
Governor of the Bank of Portugal for a further period of 
three years. 

Banking The directors of the Commercial Bank 
Appointments of Australia have elected Mr. John L. Webb 

to be their chairman during the year 19206. 

Mr. Henry Cecil Roxburgh Williamson has_ been 
appointed a director of the Bank of London and South 
America. 

Colonel H. B. Spens has been appointed an ordinary 
director of the Union Bank of Scotland in succession to 
Mr. Robert Clark, the latter being appointed to the 
honorary position of extraordinary director of the bank. 

Xx 2 
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Mr. Vance B. Jones has been appointed London 
Manager of the C ommercial Barking Company of Sydney, 
in succession to Mr. F. A. Scrivener. 


The directors of Barclays Bank (Dominion, Colonial, 
and Overseas) have appointed Mr. O. Barritt to the 
managership of the Colonial Bank section of the bank. 


Mr. Arthur Butterworth has been appointed manager 
of the Bank of Adelaide in London. 


At a meeting of the General Court of the Bank of 
Ireland held in Dublin on April 12th, Captain Arthur 
Ronald Stanmore Nutting was elected Governor, and Mr. 
Henry James Millar Deputy Governor of the Bank. 


THE delegates to the 35th Annual General Meeting of the 
National Amalgamated Union of Shop Assistants, Ware- 
housemen, and Clerks, at their meeting 
Banking of at Newcastle-upon-Tyne on April 5, dis- 
Trade Union cussed a motion favouring the banking of 
Funds the funds of the Union with the Co-operative 
Wholesale Society on the grounds that the 
policy pursued by the “capitalist banks” was “strongly 
detrimental to the hard-won conditions of the working 
class.” It was declared that if trade union funds were 
banked with the Co-operative Wholesale Society it would 
be a considerable asset should an industrial crisis occur. 
This project did not satisfy Miss Coutts, a delegate 
from Aberdeen, who submitted an amendment requesting 
the Executive Committee of the Union to urge the General 
Council of the Trade Union Congress to consider the 
advisability of setting up a banking and investment 
department, so as to obtain control over the usage to 
which the money was put. This remarkable amendment 
submitted by an Aberdonian — the puissant name 
of Coutts so astonished the General Secretary that he 
confessed to the meeting that he found the Midland Bank 
very convenient for investing the Union funds in current 
securities. But the delegates decided to deprive him of 
this convenience, and it was agreed that if advisable the 
funds of the Union should be banked through the Co- 
operative Wholesale Society until the Trade Union Con- 
gress came toa decision. After this interesting discussion 
on banking the delegates proceeded to address their 
versatile minds to the question whether the old type of 


butcher was dying. 
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A NEW complication has arisen in the past month in the 
Indian gold situation. The rupee exchange fell to 
Is. 57d. on April 7, which was the lowest 
The Indian price touched since November 1924. This 
Gold Situation weakness of the rupee was attributed to the 
stagnation of the export trade, which had 
encouraged Bombay speculators to organize a “bear” 
raid on the rupee. In any case, the fall in the rupee 
brought about a lull in the Indian demand for gold, and 
there was a fair prospect that at last the Bank of England 
would be able to make good in a substantial way out of 
new gold arrivals from South Africa (and Panama !) some 
part of the heavy drain suffered since August last. But 
just as the prospect seemed rosiest, the Indian Govern- 
ment intervened quite unexpectedly, and offered to sell 
reverse Councils—that is to say, sterling drafts on London 
at is. 5#d. At the same time the Government transferred 
300 lakhs of rupees from the paper currency reserve to the 
sterling balance in London. Obviously, the latter move- 
ment will bring about a deflation of the note circulation. 
As a result, the exchange rose to very nearly Is. 6d., and 
the prospects of a cessation of the Indian demand for gold 
have faded into a dim speck on the monetary horizon. 


THE results for 1925 of the Chartered Bank of India, 
Australia and China and the National Bank of India 
show that these great Indian exchange 

The Profitsof hanks maintain the strong position dis- 
"io closed in the results of previous years. The 
‘estes net profits of the Chartered Bank are re- 
duced by £14,561, but this decrease is 

negligible as the total profits amount to £756,155. The 
shareholders receive a dividend of 20} per cent. free of tax. 


IN Professor Reilly’s article in the March issue of this 
journal the Uttoxeter branch of Barclays Bank was 
attributed to Messrs. Peacock and Bewlay, 
The Uttoxeter Of Birmingham, but we understand the 
Branch of only connection Messrs. Peacock and Bew- 
Barclays Banklay have had with the premises was to 
make a few suggestions with regard to the 
external treatment of the ground floor. The building 
itself does not belong to Barclays Bank, and the owner 
of the property apparently had it built by another 
firm—Messrs. Campbell and Son, of Hanley. 
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Mr. HENRY ALEXANDER TROTTER, who has succeeded 
Sir Alan Anderson as Deputy-Governor of the Bank of 
England, is peculiarly fitted to occupy that 
sad i high post. A banker by training—he is a 
overnor oO 
the Bank Partner in the old-established merchant 
banking firm of Thomson, Hankey & Co. 
Mr. Trotter, who has been a director of the Bank for 
many years, is returning to a position which he had to 
give up three years ago owing to the pressure of private 
business. He was Deputy-Governor during the first three 
years that the present Governor, Mr. Montagu Norman, 
occupied the chair. No one can, therefore, be more fami- 
liar with the duties and responsibilities of the Deputy- 
Governorship. Mr. Trotter is well versed in monetary 
matters, as well as with the duties and obligations of 
central banking. He has also made a study at first hand 
of reconstruction problems. He was a member of a 
British mission which a few years ago was invited to go 
to Poland, to investigate the financial situation and make 
a report thereon. If that report had been adopted, the 
recent financial history of Poland would have been 
different. 


THE question is being asked whether or not the handsome 
profits made on the currency note issue will go to the 
Bank of England when the Treasury notes 
The Profits on are amalgamated with the Bank of England 
the Currency note issue. The profits on the issue are a 
Note Issue very substantial one. A few years ago it 
amounted to round about {20,000,000 per 
annum. To-day it is probably not much more than about 
one-third of that figure. The matter, however, is really 
disposed of by the Bank Act of 1844, under which ail 
profits (less expenses) on the excess fiduciary issue over 
the original maximum are payable to the Government. 
It is, of course, out of the question for the Bank to hope 
to retain the profit on the currency note issue when it is 
handed over. Needless to say, it does not expect to. 


THE Deutsche Bank’s turnover for 1925 was 
44,757,000,000 m., which amounts to 50 per cent. incréase 
on the previous year’s operations, but the 
ae gross profits show a reduction of 4,630,000 m. 
[This decrease is due to the lower rates 


current for money, which were abnormally high in 1924. 
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Stuckey’s Bank 


Registered as a Joint Stock Bank in 1826 
By Claude Luttrell 


Formerly Director of Stuckey’s Bank Limited. 


HE founder of the bank was Mr. Samuel Stuckey, 

who was a corn and salt merchant at Langport in 

Mid-Somerset. The bank can be traced back to 1775; 
and was probably located in a corner of Mr. Stuckey’s 
shop, as was the case with most of the country banks 
which owed their origin to merchants and traders. 

In the partnership deed, dated 1806, it is recited that 
the parties thereto had been for some time carrying on 
the business of bankers. In October 1826, the bank was 
registered as a joint stock bank. This was the year in 
which the Act was passed enabling banks to register as 
joint stock concerns. The only bank in England which 
was registered before Stuckey’s was the Bank of Liverpool, 
registered in April of the same year. 

At this date Stuckey’s had nineteen branches and a 
capital of £65,000; a note circulation of £289,000, and 
thirty-nine proprietors. 

When a branch of the bank was opened at Bristol 
Mr. Stuckey had a cold reception from the other bankers 
in that citv. He was very punctilious in his methods, and 
when he presented their notes to be exchanged for their 
gold he would sit with his scales and weigh their coin, 
handing back to them any that were deficient in weight. 
The other bankers, finding these methods caused consider- 
able delay, soon realized that they must treat him with 
greater respect, and took precautions against trying to 
foist off any more light coins on this methodical banker. 

By the Bank Act of 1854 the note circulation of 
Stucke y's was fixed at £365,000, being second only to the 
National Provincial Bank, whose issue was fixed at 
£444,000. 

Before banking accounts and the use of cheques 
became so general, it frequently happened that the 
amount of Stuckey’s notes in circulation was up to its 
legal limit. It was a common practice in those days for 
farmers to pay their rents in notes, and for dealers to 
settle their transactions in the same form of currency. 
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At the time of the failure of the West of England 
Bank in 1879 there was a run on Stuckey’s Bank, and a 
farmer at Bridgwater, taking alarm, withdrew his balance 
ofsome £4,000, receiving the bank’sown notes in payment— 
and drove as fast as he could to the Taunton branch of 
the bank, where he redeposited the money ! 

In 1892 Stuckey’s took advantage of Sir Stafford 
Northcote’s Act to register as a limited company. In 
1909 Stuckey’s amalgamated with Parr’s Bank, Ltd., 
which, in 1918, amalgamated with the London County 
and Westminster Bank. 

In the earlier days of Stuckey’s, Messrs. Jonas Lloyd 


& Co. were the London agents for the bank, but when that | 


firm was taken over by the London and Westminster 
Bank it was thought desirable to change the London 
agents, as the London and Westminster were acting as 
agents for another bank carrying on business in the West 
Country. By the process of amalgamation Stuckey’s 
and the London and Westminster have now come to- 
gether again. In a document, dated April 30, 1835, Head 
Office, Langport, the following announcement is made : 

“Several applications having been made for shares, 
the directors think proper to make the following state- 
ment : ‘The company was formed from an old bank esta- 
blished more than sixty years since which uniformly 
maintained its credit and respectability. As soon as the 
Act 7, Geo. IV, ch. 46, allowed more than six partners to 
form a bank, four other banks were united with the 
original one, and the company may be stated to have 
been established by about ten or twelve individuals. 
The company so commenced has gone on increasing in 
prosperity and wealth. Its establishments are confined 
to Bristol and the County of Somerset, for which it has 
ample resources, having always upwards of half a million 
Sterling at its immediate command. 

““At present the number of proprietors exceeds forty, 
and provision is made by the deed of settlement for the 
admission of new proprietors of property and respect- 
ability, so as always to have a sufficient proprietary to 
maintain the two great principles of banking, viz. 
perpetuity and safety. 

““The directors are elected by the shareholders. 
New shareholders are required to pay £50 for each share, 
and on the £50 so paid they will probably get from 7 to 
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10 per cent., and be entitled to all the privileges of the 
original proprietors or those who formed the company. 

‘As it is not the practice to divide the whole profits 
of the business, they will also partake of the emolument 
of the reserve fund should a bonus be declared, of which 
there have been two since the establishment of the 
company. 

““Tt is not expected that the new shareholders will be 
called on for any payment beyond the sum originally 
advanced, but in this respect, as in all others, they will 
stand precisely in the same situation as the original 
proprietors, and the accounts of the company will be 
furnished half-yearly for their inspection, so that they 
may from time to time be entitled to judge of the nature 
and extent of their responsibility and of the sufficiency 
of the assets of the company, and that they may rest 
quite satisfied that their general property can never be 
called upon for any engagements of the company.’” 

In passing, one may note how the business increased 
since the date of this document, for which then “half a 
million was held at immediate command.” According 
to the last balance sheet of the company on its amalgama- 
tion with Parr’s Bank in 1909, the assets exceeded seven 
and a-half million. The directors’ names which appear 
on this last balance sheet of Stuckey’s were as follows : 

J. R. P. Goodden, chairman; H. J. Badcock, vice- 
chairman; H. C. G. Batten, H. P. Batten, R. H. Batten- 
Pooll, R. E. Dickinson, I. M. Heathcoat-Amory, H. W. P. 
Hoskyns, Charles Lethbridge, C. M. F. Luttrell, and E. C 
Nicholetts. 

Lady Chatham was a near neighbour of Mr. Stuckey 
at Burton Pynsent, and when he was calling on her one 
day, in course of conversation she offered to give him an 
introduction to William Pitt. Asa result of this introduc- 
tion, Mr. Stuckey was given a post in the Treasury, and 
became private secretary to Pitt. 

In 1796 Lady Chatham is quoted as saying that she 
objects to certain people “with all their fine notions for 
breaking the monopoly made by Stuckey.”’ 

From the middle of the eighteenth century the 
Stuckeys and Bagehots carried on a very large trading 
business, the merchandise being brought to Langport 
by barges from Bridgwater and thence distributed by 
road to important towns in Somerset and Dorset. 
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WILLIAM, EARL OF CHATHAM 
Viscount Burton Pynsent, of Burton Pynsent, Curry Rivel, Somerset, ninth 
Prime Minister of Great Britain, to whom Stuckey’s Bank rendered considerable 
service at a time of sore need. 
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The banking business grew inevitably out of this 
freight trade. The many customers of the firm did not 
want to be burdened with the charge of gold and silver 
and would lay it up with the firm. In return, notes of 
hand written on vellum were given to them, which they 
could easily carry and pass on. 

In 1792 one hundred country banks stopped payment, 
and again in 1796 a great run was made on the banks in 
fear of a French invasion. Stuckey’s survived these 
runs, but another peril was in store for the bank. 
Farmers were heard saying at Bridgwater and Taunton 
markets: “‘“The bank be broke down to Langport.” 
The words were repeated, and were supposed to refer 
to the banking business, but it turned out that it was 
the river that had broken its bank in flood time! 

Samuel Stuckey’s nephew, Vincent, showed a special 
genius for banking, and was undoubtedly the man who 
laid the foundations of the bank’s fortunes. He and his 
brother George were two of the five partners whose names 
appear on the partnership deed dated 1806. He was a 
great sportsman and kept a pack of harriersnear Langport. 
He was wont to tell how, in the days when he was at the 
Treasury, he used to shoot snipe in the muddy fields 
between St. James’s Park and Sloane Street. 

Stuckey’s Bank was fortunate in these early days in 
having Thomas Watson Bagehot, the father of Walter 
Bage hot, as its managing director, a post he held for 
thirty years, during the latter part of which Walter 
Bagehot was closely associated with the management of 
the bank, both at Langport and Bristol. 

During the latter part of the last century Mr. Vincent 
Stuckey’s nephew, Vincent Wood, adopted the name of 
Stuckey, and became chairman of the bank. He was ably 
assisted by Mr. Herbert Butler Batten, the vice- chairman, 
whose banking methods were modelled on the lines 
of Thomas Watson Bagehot and his brilliant son 
Walter. 

On the amalgamation with Parr’s Bank care was 
taken that Stuckey ’s should not be shorn of its identity, 
and the name “Stuckey’s Banking Co., Branch of Parr’s 
Bank, Ltd.,” appeared on all the cheques for several 
years. Even now, seventeen years since the date of the 
amalgamation, the name Stuckey’s is remembered with 
affection throughout the West Country. 
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THE RIGHT HON. WILLIAM PITT 


Fourteenth Prime Minister of Great Britain, the friend and patron of Vincent Stuckey. 
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Should the “Big Five” Pool 
Their Pension Funds? 
By A. H. Rowell 


lems is evidenced by the attention which they 
have received in recent profit allocations. Brief 
references are made to sums thus earmarked, and the 
curious are moved to wonder what may be taking place 
behind the veil; whether the provision be ample or not, 
or its manner methodical or desultory. 
+ It is proposed briefly to consider the suggestion that 
the similarity of the pension problems which confront the 
individual banks to-day constitutes a prima facie case for 
the pooling of existing liabilities and assets, and the 
formation of a Central Fund. 
* ** * ** 
The typical bank fund provides, first, staff pensions, 
commencing upon attainment of a specified retirement 
age, or on previous breakdown in health; and, secondly, 
annuities to widows and other dependents. The con- 
tributions payable by the members are, as a rule, in- 
adequate to provide even the latter annuities, so that 
the bank may be regarded as subsidizing them and as 
wholly responsible for providing the staff pensions. 


‘ik growing urgency of bank pension fund prob- 





* 





STAFF PENSIONS 


The pension scales adopted by the individual banks 
approach very close to uniformity, being based either 
upon the “Old” or “New” Civil Service scale, so that 
the separate funds present a very marked family resem- 
blance, which, at first sight, makes pooling appear simple. 
Maturer consideration, however, will show that this 
simplicity is much more apparent than real. 

It will be seen that detailed investigation of the 
feasibility of pooling would involve a certain amount of 
labour, but the insight so gained into pension problems 
should make this labour well worth while. 

As a first step in preparing the way for pooling 
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operations actuarial valuations of each bank’s pension 
liabilities would require to be made, on consistent, if not 
identical, bases. Then, upon these results, a mutually 
agreed scheme would be formed under which each bank 
would undertake to liquidate its accrued liability over a 
definite period of years, and to render new entrants to 
the combined fund self-supporting. 

Now it is a curious fact that, with certain notable 
exceptions, the banks appear, in this matter of staff 
pensions, to prefer domestic rule of thumb methods to 
expert guidance. Even rule of thumb methods, however, 
must have revealed the enormous increase in pension 
liability which has resulted recently from the operation 
of various factors which all, as it happens, tend in the 
same direction. Among such factors are higher scales 
of salary and bonus; earlier retirements, encouraged for 
the sake of staff efficiency; the more and more marked 
longevity of pensioners, and the increased stability and 
continuity of bank service. This last is a most impor- 
tant tendency, as it “brings home to roost” a growing 
proportion of pension claims. 

If valuations were made they would not only reveal 
to the banks the extent and incidence of their commit- 
ments, but would also offer them the opportunity of 
overhauling the terms of their schemes, and of reaping, 
possibly, substantial advantages from a full consideration 
of the Income Tax position. The staff, on their side, 
could hardly fail to acquire, from the monetary results, 
a fuller appreciation of their pension privileges and of the 
excellence of current bank service conditions. 

So much for the valuations themselves; the next step 
in the investigation of the pooling suggestion—the forma- 
tion of a joint scheme for the liquidation of accrued 
liabilities—would be even more productive of good 
results, as it would lead to full discussion and elucidation 
of the correct principles of the making of pension pro- 
vision, and would reveal the extent to which they are, 
or are not, being employed. 

The importance of this question may, perhaps, be 
brought out most clearly by means of an example. 

Let us assume the existence of a bank with : 

(x1) A staff pension scheme of the normal type de- 
scribed above, supported wholly by the bank. 
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(2) A staff of 10,000 males, built up by fairly recent 
amalgamations, and thus typical of any one of the “ Big 
Five” to-day. 

(3) An annual staff pension outgo of £400,000 in 
respect of the pensioners derived from the relatively 
small staff of the past, and liable to be doubled at least 
in the future, when the full weight of the pensioners of 
the existing staff is felt. 

(4) Accumulated reserves of £3,000,000, and 


(5) An average annual influx of, say, 400 new entrants 
to maintain the staff at a level of about 10,000. 


This type of position might be reached by a policy of 
paying actual pensions, as they emerge, out of the general 
bank profits, and carrying to a superannuation reserve 
periodical sums, when convenient. 

An actuarial valuation on, say, a 4 per cent. interest 
basis might show that the existing pensions call for a 
reserve of about £3,000,000, that prospective pensions 
to the existing staff in service represent, in present value, 
a further liability of about £10,000,000, and that each 
new entrant imposes upon the fund, by his admission, a 
liability of about £400. The figures are necessarily 
approximate only, but are probably sufficiently repre- 
sentative to illustrate the broad points at issue. 

The liability imposed by the admission, presumably in 
perpetuity, of 400 new entrants a year, at a cost of £400 
per head, alone demands for its liquidation a perpetual 
annual payment of £160,000, and thus represents, in 
present value, on a 4 per cent. basis, a capital liability of 
£4,000,000. 

Adding to this sum the liability of £10,000,000, in 
respect of the existing staff, and leaving existing invested 
reserves to meet the needs of existing pensions, we reach 
a total capital deficit of £14,000,000. Moreover, this 
capital deficit will grow, and cast an ever-increasing 
burden upon the future, unless yearly interest calculated 
at the valuation rate upon the amount of the deficit is 
paid. 

On a 4 per cent. basis, this annual interest payment, 
required merely to arrest the growth of the capital deficit, 
works out at £560,000, or, in other words, at an annual 
£56 per head of the existing staff. 





( 
t 
| 






rene __ 


THE “BIG FIVE” PENSION FUNDS = 325 


An impression may prevail that actuaries are a gloomy 
race, and that their estimates should be taken with a 
large pinch of salt; before, however, the salt is actually 
pinched, it may be permissible to point out that the past 
history of pension funds bristles with examples of the 
failure of even actuaries to take a sufficiently pessimistic 
view. Time after time actual liabilities have exceeded 
estimates owing, principally, to the ever-increasing 
longevity of pensioners. Incidentally, it should be borne 
in mind that the foregoing figures take no account of the 
Widows’ Fund liabilities, which are themselves of sub- 
stantial amount. 

We may now employ the example to test the 
real effects of one or two alternative courses which might 
quite conceivably be adopted by this hypothetical bank 
in the treatment of its staff pension liabilities. 

In the first place, we will assume that the existing 
resources of {3,000,000 have been ear-marked to the 
Widows’ Fund, on the ground that as members them- 
selves contribute to that fund their efforts must be backed 
by visible bank contributions. Provision for staff pen- 
sions will be assumed to be restricted to the mere payment 
of pensions as they emerge, as is the case with the Civil 
Service scheme and other systems of national pensions, 
The general line of argument advanced in justification 
of this procedure might be that the bank had always paid 
its pensions with ease, and always would; that a pros- 
perous institution could not be seriously embarrassed by 
the mere addition to its pay-roll of current pensions. 

The inherent weakness of the method is clearly that, 
as no capital fund is created, the security for future 
pension payments depends entirely upon the existence, 
when the pensions emerge, of an income adequate to 
meet their demands in addition to the general expenses 
then current. A State scheme backed by the national 
revenues is, of course, quite another matter, but any 
private fund which adopts this mode of pension provision 
is either assuming the enjoyment in future of a very 
elastic income, or is relying upon its own perpetual 
existence on a scale commensurate with its present 
dimensions. This is a very serious assumption, as, after 
all, banking in its present form and on its present scale 
may, in due course, be superseded. 

. 


















326 THE BANKER 


As a second possibility let us imagine that the bank 
has taken separate steps to meet its Widows’ Fund 
liabilities, and has learned of the existence of the fore- 
going valuation deficit of {14,000,000 in respect of staff 
pensions. We will further imagine that the Directors 
realize that much of this liability has been created in 
the recent past, and have decided that the annual interest 
of £560,000, i.e. 4 per cent. on £14,000,000, shall be paid 
into the fund in order that the existing deficit may not 
increase. 

Theoretically, under this plan, the capital deficit 
would remain at £14,000,000, never becoming liquidated 
unless by an increase at some future date in the scale of 
bank subsidy or by a decrease in the scale of benefits. 
In the event of winding up, the assets would be “short”’ 
to the extent of the then existing deficit, but it should be 
the duty of the actuary, in any specific case, to make sure 
that it would always be possible to fit up existing pen- 
sioners with annuities, even if the claims of members 
in service were only paid upon a proportionate basis. 

A third possible course would be for the Directors to 
go a step farther than the mere arrest of the growth of 
the deficit, and to undertake to liquidate it over a definite 
period, say forty years. This would require an annual 
subsidy of £680,000. 

If it were paid, then, year by year, the outstanding 
deficit would be decreased, until, at the end of the forty 
years, the assets in hand, together with the present value 
of future contributions, would exactly equal the present 
value of all liabilities. After this point had been reached, 
the assets would then suffice, in a winding-up, to pay the 
full actuarial reserves of all beneficiaries, whether pen- 
sioners or members in service. 

On the face of it, and on general grounds, quite apart 
from the question of pooling, there would appear to be 
much to be said in favour of energetic and uniform action 
on the part of the banks at the present time in this matter 
of the accumulation of reserves. From the mercenary 
point of view alone, there are valuable Income Tax con- 
cessions to be gained, the attractions of which naturally 

vary in direct proportion to the rate of tax. One would 
have imagined that there would be a unanimous move- 
ment towards the carrying to superannuation reserves of 
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the maximum sums practicable, seeing that sums put to 
reserve are saved, whereas tax paid away is lost for ever. 
Apart from this, other considerations of policy seem to 
point in the same direction, as it would appear that 
present prosperity is not universally approved, and an 
apparent reduction in it would tend to remove the 
grievance. 
THE REAL OBSTACLE TO POOLING 


When we turn from financial aspects to questions of 
staff policy, a very real obstacle to effective pooling 
discloses itself. 

As pensions are based upon salaries, it follows that 
before pooling could take place, the individual banks 
would have to reach agreement as to future salary scales, 
retirement ages, promotion policies, and as to the degree 
of disability necessary to qualify for breakdown pension. 

In order to decide whether the requisite rigid adher- 
ence to agreed scales and principles was being obtained 
or not a central executive body would have to be created, 
with extensive discretionary powers. 

Upon this body would fall the onus of preserving the 
individual equities of the constituent banks viewed as 
partners contributing to, and entitled to benefit from, a 
joint fund. For instance, this committee would require 
to be empowered with the ultimate authority to decide 
whether a particular bank was “playing the game”’ with 
the fund, in retiring, for reasons of health, a senior official, 
at a relatively early age, or in granting, generally, what 
may be termed “diplomatic” pensions. 

As a practical matter it is quite inconceivable that 
these discretionary powers, on important points of staff 
policy, would be relinquished by the constituent banks, 
and one is driven to the conclusion that effective pooling 
is out of the question, in the absence of the complete 
fusion of the main interests and control of the banks 
themselves. So far as staff pensions are concerned, 
therefore, the real difficulties are neither actuarial nor 
legal, but politic. 


ANNUITIES TO WIDOWS AND OTHER DEPENDENTS 


The problem of pooling as applied to these benefits is, 
in many respects, simpler than in the case. of staff pensions, 
Y 2 
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as the scales of annuity are, in the main, independent 
of members’ salaries, whilst the date of commencement 
is fixed by death, a contingency immune from dispute or 
diplomacy. On the other hand, viewed from the legal 
aspect, the problem would be much more serious as, 
generally speaking, formally constituted Trust Funds 
exist. In the absence, however, of any definite attempt 
at pooling, it is interesting to note that there has been a 
steady tendency towards uniformity of benefit, on a high 
average level. 

Whilst this tendency may have been eminently desir- 
able from the staff point of view, it must have proved 
expensive to the banks, as increases of benefit have not 
generally, it would appear, been accompanied by corre- 
sponding increases in scales of members’ subscriptions. 
Extravagant benefits have, in some cases, been offered 
in the face of the most significant actuarial estimates, 
and it is common gossip that on subsequent investigation 
the full realization of the burden incurred has produced 
something approaching dismay. On the whole, as regards 
widows’ annuities, it is late in the day to discuss pooling. 

To sum up, it would appear that a serious contempla- 
tion of pooling, on the lines indicated, would force all 
main issues into the daylight, would replace present 
haziness by actual figures, and might introduce into the 
prevailing attitude towards pension provision just that 
element of moral compulsion needed to convert good 
resolutions or simple procrastination into solid assets. 
Present prosperity renders such investigation opportune. 

On the other hand, actual pooling might lead to undue 
loss of freedom to adapt the pension fund subsidy in any 
year to the scale of profits earned, and might involve 
restriction of liberty in matters of policy related to salaries 
and retirements. There would be a risk of the pension 
“tail” wagging the salary “dog.”’ 

The happy medium would be gained if the in- 
dividual institutions, adopting the pooling principle in 
spirit but not in substance, would each accord to their 
domestic pension funds the same degree of consistent 
respect which a combined fund would presumably 


command. 
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By Our American Correspondent 


THE NEW YORK HOUSING SHORTAGE—PROPOSED 
HOUSING BANK 


during 1925 and for several preceding years, a 
shortage of housing accommodation still exists 
in many parts of the country. The present need is chiefly 
for small dwelling-houses and low-cost apartments. 
In a recent message to the State Legislature, the Governor 
of New York has pointed out this need, and has claimed 


[uring » the tremendous activity in construction 


. that it is not being supplied by private capital. He 


therefore proposes the creation of a State Housing Bank, 
whose funds are to be loaned to certain organizations 
engaged in building operations. The failure to meet the 
demand for apartments renting at cheap prices is ascribed 
to the high rates on loans for construction purposes. It 
is admitted that building operations to meet the demand 
indicated are not profitable. Lack of profit arises from 
the high cost of building materials, high wages, and high 
taxes. It is also due, to some extent, to legislative inter- 
ference with economic laws, whereby attempts have been 
made to limit the price of rentals. 

The exceptional demand for housing accommodation, 
which has existed for several years, has enabled the 
Labour Unions whose members are connected with the 
building trades to push wages up to the top notch—a 
situation of which full advantage has been taken—while 
the unusual demand for materials has also caused them to 
rise, and it is not surprising that there should have been 
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some advance in the rates for building loans, especially 
in connection with the fact that profits on certain building 
operations are so small and uncertain as to offer but little 
incentive to capital to venture farther into that field. 


INSTALMENT BUYING AND THE BANKS 


One may gauge the extent to which the practice of 
buying goods on the instalment plan has grown in the 
United States from a recent study of the subject made 
by the Farmers’ Loan and Trust Company of New York. 
From this study it appears that in the year 1924 the value 
of certain lines of goods sold on time payments amounted 
to $3,293,411,878, of which amount the sale of auto- 
mobiles is responsible for $2,182,561,878, the next 
highest item being $765,000,000 for furniture. Jewelry 
comes in for $100,000,000, and wireless for $39,000,000. 
Washing-machines, vacuum cleaners, pianos, and phono- 
graphs complete the list comprised in this study. Had 
books, clothing, and some other goods known to be sold 
in rather large quantities on the instalment plan been 
included, the above total would have been greatly swelled. 
At any rate, the figures as they are will attract attention 
to the very large proportions to which this comparatively 
new method of retail merchandising has already attained. 
Perhaps its earliest development on a wide scale was in 
the piano industry, where it has been in_ successful 
operation for at least half a century. The most recent 
development of the plan, and the one now attracting 
most attention, is in the automobile industry, where 
instalment buying is generally regarded as one of the 
main props in sustaining a continuous maintenance of 
mass production. 

The study of the subject under consideration shows 
that the growth of instalment buying has been marked 
by an increase in savings deposits from $14,872,000,000 
in 1920 to $23,134,000,000 in 1925, and of life assurance 
from $35,091,000,000 to $72,000,000,000. Total wages 
and salaries paid by all branches of industry increased 
from $32,000,000,000 in Ig18 to $40,000,000,000 in 1925. 
Much of the credit paper arising from these instalment 
transactions finds its way through “finance companies”’ 
into the commercial banks of the country. Thus far, 
in general, this paper has demonstrated its safety. But 
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the banks, in view of the rapid development of the prac- 
tice of instalment buying, are urging greater caution to 
guard against periods of unemployment and lower wages. 


THE TREND TOWARD BANKING AMALGAMATIONS 


Recent movements, judging by the consolidation 
of the Mechanics and Metals National Bank with the 
Chase National Bank of New York, and the amalgamation 
of the Philadelphia National and Girard National Bank, 
in Philadelphia, indicate a very pronounced tendency 
in American banking which began some years ago. These 
latest amalgamations have drawn attention to themselves 
on account of the magnitude of the institutions involved, 
but they merely represent a continuation of a policy 
toward greater banking consolidation that dates back a 
good many years. Prior to the beginning of the present 
century, banking in several of the leading American cities 
had developed numerically to a point where it became a 
positive source of weakness and danger. Owing to legal 
limitation on their loans in proportion to capital and 
surplus, the national banks found themselves unable to 
meet the calls for loans made by the larger industrial 
and commercial corporations, so that greater banks 
became a necessity as the business of the country de- 
veloped. In some of the cities the number of banks, and 
the sharp competition, led to the making of undesirable 
loans, and it became desirable on the score of safety that 
the number of banks should be reduced. The amalgama- 
tions that have taken place, as a rule, have been of fairly 
large banks, and this has increased the size and reduced 
the number of banks in this category. But, concurrently 
with this movement, as certain neighbourhoods in the 
larger cities have grown in population and business, what 
are known as neighbourhood or community banks have 
multiplied. What will happen to these new institutions, 
once the greater city banks are given the privilege of 
establishing branches, constitutes a most interesting 
subject of speculation. 


BANKING LOANS TO BROKERS 


From figures recently published it appears that the 
banks, trust companies, and other banking agencies in 
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New York had brokerage loans outstanding on January 30 
to the amount of $3,513,174,154. Of this amount 
$2,516,960,500 represented demand loans. Large as 
these loans are, it was pointed out by the President of the 
New York Stock Exchange that they represented less 
than 6 per cent. of the value of securities listed. 

The figures given represent only those of firms holding 
membership in the New York Stock Exchange, and it is 
estimated that if loans to non-members were included the 
total might go as high as $5,000,000,000. This large 
volume of brokerage loans is in part accounted for by the 
fact that since January I, 1919, the number of stock issues 
listed on the New York Stock Exchange rose from 612 to 
1,045 by January I, 1926. 

Could it be shown that these loans represented only 
stock speculation, their large aggregate would be sure to 
provoke criticism, especially from those who believe that 
too large a proportion of the country’s banking funds is 
devoted to speculative uses. But these loans also include 
those made for “investment purposes,’ a broad term 
covering financing whose ramifications extend through 
practically all branches of trade and industry. Their 
large volume affords further proof of the tendency of 
loanable funds to flow to those centres where they can 
be utilized with the greatest skill and safety, and where 
the highest degree of liquidity is assured. 

Not all the funds used in making these loans are sup- 
plied by the New York banks. They come, to a consider- 
able extent, from banks in other financial centres and 
from the country banks. Although the American banking 
system no longer rests upon the call-loan market to any- 
thing like the extent it did prior to the inauguration of 
the Federal Reserve System, this market, as the above 
figures show, is still of vast importance. 


EXPERIENCE WITH DEPOSIT GUARANTY 


In recent years several of the American States have 
been experimenting with laws having for their object 
the ensuring of the safety of bank deposits. That some 
extra form of protection other than that afforded by the 
laws and the management of the banks was desirable 
has been repeatedly urged by politicians who sought 
popularity in this manner. The frequency of bank failures, 
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with consequent losses to depositors, lent strong support 
to this demand. A number of the States have tried 
schemes of one kind and another for insuring deposits, 
and with varying degrees of success. In no case can it be 
said that the plan has been vindicated by experience, 
even where the depositor has been completely protected 
from loss. This result has been attained only by making 
the penalty for loss fall upon the shoulders of others than 
those who were responsible for it. In other words, the 
solvent and well-managed banks have found themselves 
under the necessity of making good the losses of the reck- 
less and dishonest among their number. This has had a 
surprising effect. Formerly a considerable degree of 
odium attached to the officials of a failed bank, whose 
incompetence or dishonesty had caused material loss to 
thousands. Now that this loss is no longer felt, the ten- 
dency is to look rather lightly on bank failures, since the 
depositors themselves no longer sustain loss, and the 
vicarious atonement made by the solvent banks is a 

matter of noconcern to them. As the banks in the various 
States are chartered and supervised by the States, and 
are not under the control of the bankers’ associations, 
the injustice of compelling them to assume losses arising 
as the result of operations beyond their control is apparent. 
In a number of the larger cities, measurable safety of 
bank deposits is assured by careful scrutiny of banking 
operations by a committee of the clearing house of which 
substantially all banks are members. 


FUTURE DEVELOPMENTS OF AMERICAN FOREIGN 
BANKING AND INVESTING 


That the earlier attempts of American banking to 
project itself into the foreign field were largely unsuccess- 
ful is a fact too well recognized to require further emphasis. 
This result was due to several causes. In the first place, 
confronted by what was undoubtedly a great opportunity, 
the American banker found himself in a position where 
his own experience failed to afford a satisfactory guide. 
He knew, as a matter of fact, but little or nothing of the 
duties he was suddenly called on to perform. Rather 
timid and reluctant as he was to venture into this new 
and untried field alone, he sought, by joining with his 
fellow-bankers in the organization of special types of 
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corporations designed to represent a joint effort of 
American banking, to possess this new and alluring field 
of business. Theoretically, this action seemed to have 
much to commend it, as offering the best protection 
against failure and the surest guarantee of success. The 
American banks, except in a few instances, lacked the 
size or the personnel that would have warranted them 
singly in making an incursion into a field where large 
capital and proper personal equipment seemed indispen- 
sable elements of success. It was largely on the theory 
above mentioned that several corporations, of the type 
indicated, were organized, and offices or branches esta- 
blished in various quarters of the world. These corpora- 
tions had the advantage of the support of leading banks 
in several cases, and their management was, in most 
respects, such as to inspire confidence. Nevertheless, 
the results have in nearly every case proved so disappoint- 
ing that few, or none, of these special types of foreign 
banking corporations now remain in the field. This 
failure—for such it must be called—was not wholly 
attributable to the lack of experience and foresight on the 
part of the American bankers, who could hardly be 
expected to foresee the almost complete and world- 
wide breakdown that so rapidly succeeded the _post- 
Armistice boom in international trade. The result of this 
collapse was not only to cause the withdrawal of the cor- 
porations formed to do an international banking business, 
but it tended for a long time to make the American banker 
and investor chary of the entire foreign field. This 
feeling has now disappeared, thanks to the gradual 
dawning of more stable political and economic conditions 
in Europe, and the timidity following the collapse of 1920 
has been succeeded by a steady revival of interest and 
confidence in the foreign field as the theatre for the 
employment of American capital and enterprise. 

But no evidence exists as yet that would show a desire 
to repeat the earlier mistakes pointed out above. Ameri- 
can banking still retains an important foothold in several 
foreign lands, but banking operations are being carried 
on there by old and well-established banks or other 
financial institutions, and not by corporations specially 
formed for the purpose. Of the former may be mentioned 
such well-known institutions as the International Banking 
Corporation, National City Bank, Equitable Trust Com- 
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pany, Farmers’ Loan and Trust Company, and Bankers’ 
Trust Company, all of New York, and the First National 
Bank of Boston. 

The most ambitious attempt to form a special type of 
investment and banking corporation to do _ business 
abroad was the movement in 1g20 to organize the Foreign 
Trade Financing Corporation,withacapital of $100,000,000. 
After securing subscriptions of some $30,000,000 to the 
stock of this corporation, the steps leading to its organiza- 
tion were finally abandoned. The International Accept- 
ance Bank and some other corporations organized on 
well-recognized banking lines have since been formed and 
operated with success. 

At present the tendency among American bankers and 
investors is to turn to the Investment Trust as a desirable 
type of financial institution likely to prove of service in 
supplementing the work of existing banks, bankers, and 
investment houses, in making foreign investments more 
widely known and popular in this country. In this new 
development the experience of British financial institu- 
tions will be largely drawn on to assure proper organiza- 
tion and management. 
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One Hundred Years of Joint- 
Stock Banking 


By T. E. Gregory, D.Sc. 


Cassel Professor of Banking in the University of London. 


HE English banking system celebrates, this year, 

the centenary of the Act of Parliament which, 
together with its successors, has completely 
revolutionized the character of that system. It has done 
its work so well that to-day barely a remnant remains 
of the system which it helped to displace; and the cir- 
cumstances under which the measure was passed, the 
men who helped to pass it, and the problems it gave rise 
to, have all passed out of the minds of men. But, vehe- 
ment as the opposition to the early joint-stock banks 
was, and great as were both the difficulties they had to 
encounter and the mischiefs the quite inchoate early 
legislation gave rise to, the significance of what had 
happened was very quickly recognized by the men of the 
time. Within a decade of the foundation of the first of 
these banks we find the Select Committee of the House 
of Commons on Joint-stock Banks reporting that “‘a 
principle of competition exists which leads to the extinc- 
tion of all private banks and to their conversion into 
banking companies.”” In May 1836, speaking on the 
motion which led to the appointment of this very com- 
mittee, Mr. Clay, in a most admirable speech, had pointed 
to the same tendency; joint-stock banking, he said, was 
“a system on which it is quite evident that the whole 
banking of the country is at no distant period destined 
to be conducted.’ At that time the number of private 
bankers had already shrunk from 554 in 1826 to 407 in 
1836; the number of joint-stock banks had risen to 100.* 
Mr. Clay’s prophecy has been more than amply confirmed. 
The lateness with which joint-stock banking began in 
England and Wales (not in Scotland) was due, not to 


* Of these, nearly one-half dated from 1836 itself. 
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ignorance of such a form of bank organization—Adam 
Smith had fifty years before pointed to banking as one 
of the legitimate ends of joint-stock enterprise—but to 
the historical monopoly of the Bank of England, which, 
since the Act of 1708, had had legislative protection 
accorded to it. By that Act, banking partnerships with 
more than six partners could not issue notes payable 
upon demand, and the consequence was that, as for long 
it was supposed impossible to dissociate the business of 
note-issue from that of commercial banking generally, 
the growing need for banking establishments was met 
by the erection of banking houses with not more than six 
partners. A remarkable series of connected incidents was, 
at the end of the Napoleonic wars, to lead to a change. 
To begin with, neither the country bankers nor the 
Bank of England itself enjoyed too high a reputation. 
Many of the country banks were small, and every economic 
crisis produced a crop of suspensions of cash payments 
and of bankruptcies. The 1832 Committee of the Bank 
of England published figures showing that, between 1780 
and 1832, 393 Commissions of Bankruptcy had been 
issued against country banks. The Bank was unpopular 
with the Ricardian school of economists, then at the 
height of influence and power, for its obstinate resistance 
to the doctrine that its own policy was responsible for 
the depreciation of the value of British money. At first 
the British Government did not associate itself with the 
campaign against the Bank, but tried to enlist its aid 
against the country bankers. The Charter of the Bank 
was to expire after twelve months’ notice from August I, 
1833, on payment of the Government debt. In April 
1822 the Government offered the Bank an extension of 
the privilege till August 1, 1843, and the right to have 
Bank of England notes accepted by the revenue authori- 
ties in return for the consent of the Bank to an Act by 
which it would be lawful ‘‘for any number of persons, in 
England, acting in co-partnership and residing and carry- 
ing on their business not less than sixty-five miles from 
London” to issue notes payable on demand, such persons 
to be individually liable for the payment of the notes. 
This meant that the privilege of monopolistic issues 
was henceforward to be restricted to the area within 
sixty-five miles of London. In May 1822 the Court of 
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Proprietors authorized the Bank authorities “to proceed 
in the negotiation and to take measures to carry the same 
into effect,’ but nothing more seems to have been 
done. 

In 1822 also appeared Thomas Joplin’s “‘Essay on 
Banking.” This remarkable man has never had full 
justice done to him. Born in 1797, he became associated 
in 1824 with the Provincial Bank of Ireland, and was, 
between 1833 and 1836, a director of the National Pro- 
vincial Bank of England. He died in 1847. He claims to 
have invented* Ricardo’s “Gold Exchange Standard” 
currency, and to have been the real author of the policy 
of the Bank of England in lending freely during the panic 
of 1825.¢ Joplin advocated joint-stock banking, and at 
the same time a centralized note-issue. All the country 
required, he argued, ‘‘is that the monopoly of the Bank 
of England be secured to it in a more simple and direct 
manner. That in lieu of the clause enacting that not 
more than six partners shall enter into other banking 
concerns, it be enacted that no banks shall issue notes 
within the boundaries of the present monopoly.”’ This 
was, of course, an attempt to buy off the possible opposi- 
tion of the Bank of England by securing it against all 
competing note-issues, and thus enlisting it against the 
country bankers, for the London bankers had already 
practically ceased to issue notes. 


The Crisis of 1825. 

The great financial panic in December 1825 brought 
the whole question to the front. The cause of the crisis 
was Officially ascribed to the deficiencies of the existing 
structure of banking; to the {1 note, and the reckless 
encouragement to overlending, to which, it was held, their 
existence stimulated the country bankers. In January 
1826 the Government addressed a remarkable letter to 
the Bank of England, the tone of which was none too 
friendly. The main cause of the “recent distress,”’ 
argued the letter, “is to be found in the rash spirit of 
speculation which has pervaded the country for some 


* See ch. 89 of his Analysis and History of the Currency Question. 
t See his An Examination of the Report of the Joint Stock Bank 
Committee. 
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time, supported, fostered, and encouraged by the country 
banks.”’ <A reform of the existing conditions was in- 
evitable; the Bank by itself was no longer able to cope 
with the ‘“‘demands of the present times.’’ There were 
only two possible remedies : the establishment of Bank of 
England branches; an inadequate remedy, since “it 
would be impossible for the Bank, under present circum- 
stances, to carry into execution such a system to the 
extent necessary for providing for the wants of the 
country.” The alternative solution was for the Bank to 
“sive up its exclusive privilege as to the number of 
partners engaged in banking, except within a certain 
distance from London.” The Bank was urged to agree 
on the ground that the then existing position “‘is to 
permit every description of banking, except that which 
is solid and secure.’’ The Bank was warned that it could 
not hope to extract, as a counter-concession, ‘the 
extension of the term of their privilege as to the metropolis 
and its neighbourhood beyond the vear 1833.” “Such 
privileges,’ the Bank was informed, “are out of fashion; 
and what expectation can the Bank, under present cir- 
cumstances, entertain that theirs will be extended ? 
But there is no reason why the Bank of England should 
look at this consequence with dismay. They will remain 
a chartered corporation for carrying on the business of 
banking. In that character they will, we trust, always 
continue to be the sole bankers of the State, and with 
these advantages, so long as they conduct their business 
affairs wisely and prudently, they must always be the 
great centre of banking and circulation.” 

The Bank was thus asked to give its assent to the 
immediate creation of note-issuing joint-stock banks 
outside a given radius from London, and warned that, 
after 1833, it would have to submit to competitive note- 
issuing joint-stock banks within the Metropolitan area. 
The Government was thus proceeding on exactly the 
opposite course to that recommended by Joplin; instead 
of centralizing note-issues and making a clean cut between 
the bank of issue and a strengthened banking system, 
it proposed to institute joint- -stock banking, accompanied 
by competitive note-issues. Had this policy been rigidly 
pursued we might have had no Bank Act of 1844—and 
even no central bank. 
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The First Joint-stock Bank Act. 


The Act—technically 7 Geo. IV, c. 46—‘An Act for 
the better regulating co-partnerships of certain bankers 
in England,” compromised by allowing the Bank of 
England to open branches in any part of England. It 
allowed note-issuing banks with an unlimited number of 
partners ‘‘at any place or places in England exceeding 
the distance of sixty-five miles from London,” prohibiting 
such co-partnerships from having “‘ House of Business or 
Establishment as Bankers” within the area of the Bank’s 
monopoly. The co-partners were liable for any debts of 
the Corporation, the Corporation itself was not to draw 
demand bills under {50 on any partner or agent or other 
person or persons resident within the monopoly area; 
nor was the Corporation to borrow money on its own bills 
in London, if these bills were for any less time than six 
months, though this did not apply to the discounting of 
bills “‘not drawn by or upon such Corporation or co- 
partnership, or by or upon any person on their behalf.’ 
The new banks could sue or be sued in the name of their 
officers, and a list of officers and of partners was to be 
delivered at the Stamp Office. 

The result of the Act was to cause a bitter war between 
the country bankers, the Bank of England, and the joint- 
stock banks, the former being equally enemies to the 
new banks and the new branches of the Bank; whilst 
the Bank and the joint-stock banks entered into com- 
petition in the issue of notes. The country banks formed 
themselves into an association to protect their interests, 
and it may safely be said that at no time, before or since, 
was there such anarchy in British banking as between 


1826 and 1844. 


The Invasion of London by Jotnt-stock Banking. 


The complete chaos of opinion can be followed clearly 
enough in the evidence submitted to the Committee of 
1832, appointed to consider the expediency of renewing 
the charter of the Bank of England, which elapsed in 
the next year. The London bankers were all in favour of 
the Bank continuing to have a monopoly of note-issue 
in London, in which view the great Nathan Meyer 
Rothschild concurred. The country bankers were, of 
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course, in the main against the branch-bank system of the 
Bank of England; but the London bankers, the Bank of 
England, and the country banks could agree in denouncing 
the joint-stock banks. Burgess, the passionate spokesman 
for the country banking interest, gave the reason : “they 
tempt old customers from private banks, by transferring 
to their names shares bearing a premium, and they 
canvass in all directions, and everybody connected with 
them canvasses for them, a mode which a respectable 
private banker could not pursue. In some cases they 
transact some of their business at a cheaper rate to attract 
customers; but the advantage is doubtful, for they often 
obtain riskful accounts.’”” Among the leading bankers 
only Vincent Stuckey (he had converted his bank into a 
company) took a philosophical view; he was in favour of 
limited liability, and thought “chartered banks, with a 
paid-up capital and limited responsibility of partners, 
would, in the course of years, bring us to a sound system 
of banking.’’ That the directors of the joint-stock banks 
were not themselves satisfied with the state of the law 
appears clearly enough from the proposals submitted by 
the directors of the Manchester and Liverpool banks to 
the Government in April 1832, by which banks were to 
have at least £500,000 of subscribed and {£100,000 of 
paid-up capital, and at least 100 shareholders. Banks 
with these qualifications were to be chartered by the 
Crown, and no branches were to be established at a 
greater distance than twenty miles from head office ! 

The Government’s ambitious plans for controlling 
the new banks by chartering had to be dropped, and when, 
in 1833, the Bank Charter Act was finally passed, it 
contained a permissive clause (inserted to clear up the 
legal position) enabling partnerships of more than six 
partners to exist within the sixty-five mile radius, but 
confirming the Bank’s monopoly within that area so far as 
note-issue went, at the same time allowing banks esta- 
blished under the 1826 Act to issue notes payable in London 
(though not issued there), and to have an agent or agents 
in London. Joplin’s view of the nature of the Banks’ 
privilege—that it did not exclude joint-stock banking as 
such, but only note-issuing banks—-was thus confirmed, 
after the opinion of the law officers had been taken. The 
first London bank to be so established was, as is well 
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known, the London and Westminster Bank, with which 
the name of J. W. Gilbart will be for ever associated ; 
it was followed in 1836 by the London Joint Stock Bank, 
and by the Union and the London and County Banks in 
1839. But the legal position of these banks was most 
unsatisfactory ; they did not benefit in any way from the 
Act of 1826, which only applied to banks outside the 
sixty-five mile radius. The consequence was that they 
could not sue or be sued in the name of an officer. More- 
over, they were pursued by the hostility of the Bank and 
the private bankers, who kept them out of the Clearing 
House; the Bank refused to give the Westminster a 
drawing account except on onerous terms, whilst it 
pursued a general campaign against any note-issuing joint- 
stock bank by making it a rule to refuse any bill bearing 
its endorsement. 

Meanwhile, the extension of joint-stock banking under 
the 1826 Act led to a Select Committee in 1836, which 
drew pointed attention to the defects in the law governing 
these institutions, and also felt it its duty “not only to 
recommend caution to the directors and managers, but 
vigilance and attention to the proprietors of joint-stock 
banks also.”” Some of the criticisms of the committee 
appear just enough to us to-day; e.g. the absence of any 
rule ““by which care shall be taken that dividends are 
paid out of banking profits only, and that bad or doubtful 
debts are first written off” ; or of rules preventing traffick- 
ing the bank’s own shares and the like: Joplin, however, 
violently attacked the report in a pamphlet. 


The Gradual Elaboration of the Banking Code. 


The existing legal position was clearly most unsatis- 
factory. The Bank Act of 1844 put the question of the 
note-issue, at any rate, on a definitive basis. The first 
general Joint-stock Bank Act was that of the same year, 
7 & 8 Vict. c. 113. This Act gave the London banks the 
right of suing and being sued, and compelled banking 
co-partnerships of more than seven persons formed after 
May 6, 1844, to be incorporated under letters patent. 
Macleod’s judgment on the Act is worth repeating: 
“fully admitting the enormous evils which this Act 
was intended to remedy, we will only say that a more 
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unfortunate specimen of legislation, or one more entirely 
unsuitable to the nature of the business it related to, 
has not emanated from Parliament in recent times.’’* 


The Struggle over Limited Liability. 


None of these Acts so far mentioned permitted joint- 
stock banks to limit the liability of their shareholders, 
though the Bank of England and the “Chartered”’ 
Colonial banks were allowed to do so. In view of the 
undoubted mismanagement of some of the joint-stock 
banks, the result was that losses might be cumulated 
upon a few wealthy individuals who had, in an evil 
moment for themselves, taken up shares. From the very 
beginning far-sighted critics had pointed out that this 
meant that wealthy persons would be frightened out of 
taking up shares, and that the safety of the creditors of 
the banks was thus not strengthened, but weakened. 
The crisis of 1857 was necessary before the Legislature 
could be induced to move. The 1844 Act was first replaced 
by 20 & 21 Vict. c. 49, which did not allow of limited 
liability. It was replaced almost at once by 21 & 22 Vict. 
c. gI, which repealed so much of previous Acts as pro- 
hibited banking companies from being formed with 
limited liability. It further authorized unlimited liability 
banks to register as limited. Both these Acts were 
repealed by the great Companies Act of 1862, which 
continued the principle of limited liability, and was itself 
the cause of a boom in the creation of new companies of 
all kinds, including banks and discount companies, and 
was thus the precursor of the crash of 1866. What 
ultimately led to the general swing over in favour of 
limited liability was the failure of the City of Glasgow 
Bank in the autumn of 1878. The losses caused to share- 
holders were enormous, and gave a great blow to the 
whole principle of unlimited liability. The failure led 
directly to the passage of the Companies Act, 1879 
(42 & 43 Vict. c. 76), which allowed unlimited companies 
to re-register as limited ones, and added the important 
principle of ‘‘reserve liability’’ on bank shares. The 
passage of the Act was followed by a meeting of the lead- 
ing unlimited banks in October, 1879, to consider a joint 


* Macleod on Banking, edn. of 1866, vol. ii, p. 333. 
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policy. Between that date and 1884, seventy-four out 
of the then existing eighty-five “‘unlimited’”’ banks had 
re-registered under the Act.* 


The Economic Side. 


For the difficulties in early joint-stock banking, the 
law, as Macleod argued in 1866, was largely responsible. 

By not following Joplin’s principle of making a clean cut 
between the right of note-issue and other banking, and by 
insisting on a complete monopoly in note-issues against 
joint-stock banks in the London area and sanctioning 
competition outside, it prevented fusions between the 
country and the metropolitan banks. Had note-issues 
been entirely free or entirely monopolized, the danger of 
particularism would have been avoided, and the great 
abuses associated with the re-discounting of paper with 
the discount houses—the real curse of banking at the 
time—would not have assumed such formidable dimen- 
sions. For, as Macleod urged, had not the law interfered, 
“there would probably have been thirty or forty great 
banks in the metropolis, each as great as the present 
Bank of England, with ramifications and branches all 
over the country.” 

The Bank Act of 1844, by putting an end to the expan- 
sion of private note-issues, encouraged the economic tend- 
encies which were, in any case, driving the private banks 
with less than six partners out of the field. The ability 
to collect large capital resources by means of public 
subscription of capital gave the joint-stock banks the 
basis necessary for exploiting, by means of branches, 
the growing power of the middle classes. Given the 
expanding wealth and prosperity of the nation, given also 
competition in making banking facilities available—it 
was clear that the private banker was doomed. In this 
way there was created the characteristic feature of our 
modern banking organization—decentralization of opera- 
tions. The other side of decentralization—concentration 
of resources—was also inevitable as soon as a uniform 
body of law made fusion easier. In the period 1820 to 
1870 English banking was already becoming an economic 


* Cited Powell, Evolution of the Money Market, p. 304. 
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unity; a unity in which the equilibrating factor was the 
bill-broker. The growth of a system of “nation-wide” 
branch banks really meant the elimination of the bill- 
broker as the dominant agency linking up the supply of, 
and the demand for, surplus deposits. We might, but 
for the absence of hampering legislation, have arrived at 
a unified banking system in the same way as the United 
States did in the years before the foundation of the 
Federal Reserve System—by the “‘ pyramiding”’ of reserves 
and the activities of note-bréking houses. As it was, 
the relatively unencumbered economic field left economic 
forces to work out their full effects. 

The final stage, by which the amalgamated banks have 
entered the international field on a large scale, and have 
penetrated the domain of the Scottish and Irish banks as 
well, is only a logical development of the whole process 
which has been going on since 1826. In 1875, Mr. W. H. 
Crake, of the Westminster Bank, was protesting against 
the increasing practice of Scotch banks in accepting foreign 
bills; this business belonged, he thought, to commercial 
firms, and was not “ legitimate’’ banking business. By 
the time war broke out this idea had been completely 
given up; the elimination of German competition and the 
strong pressure of business interests against what was 
considered the conservatism of British bankers was the 
ostensible ground for further expansion. The truth is 
that both the “ private” and the “ public’”’ interests of the 
banks pushed them in this direction ; for the surveillance 
of credit-risks and inter-local compensation of funds 
demand a constantly expanding frontier, and at the same 
time the banks get profits not from a section only of the 
services rendered, but from all. The point may be illus- 
trated by the story which N. M. Rothschild told Lowell 
Buxton. When Rothschild as a young man went to 
Manchester he soon found, he said, that there were three 
profits in the cotton trade : in the material, in the dyeing, 
and in the manufacture. He determined to appropriate 
all three, and trebled his capital. The banks, by per- 
forming all the services incidental to British trade at 
home and abroad, are working on the same lines. At the 
same time, the continuous supervision which is thus 
exercised over the economic currents of a large area makes 
for stability and safety at home and abroad. 


















THE BANKER 


On “Getting There” 


Some Observations on British Banking 
By R. H. Mottram 


the annals of British banking. For the first time 

for sixty years some volume of public criticism of 
the banks has been audible. And the fact is all the more 
deplorable because the criticism that has appeared in the 
reviews and newspapers is in the main ill-formed and 
misdirected. 

First come the theorists, with something sure to be 
called Credits. The practical banker knows by bitter 
experience what it means. The small man does not— 
probably cannot—make the small farm or shop pay. 
He wants to be able to bcrrow to get straight. At the 
end of the next unsuccessful year he would naturally want 
to borrow a little more. Then come the traders, worried 
by rising costs of production, who find an unwelcome 
item in the pass-book at the end of each half-year, and are 
unable to picture to themselves what a bank is or does, or 
what trading used to be like, before banks functioned 
with their present certainty, or what it is like in countries 
where assets are not liquid and rates of interest high. 
It has even been the writer’s privilege to hear a tradesman 
say, in front of the bank counter : “ Look at the profits 
they make out of their cheque-books.”’ This of course is 
mere ignorance. More persuasive if no more valid is the 


"Tite year 1926 will always be a momentous one in 


complaint : ““The bank is prosperous when we are pros- 
perous, and when we are in a slump the bank is out of it, 
safe enough!” No use to reply, “Well, my friend, how 


much better would you be if the bank were in it, with 
you ?”’ for Envy does not cede to Reason. 

Then there are our friends—Heaven protect us !—who 
tell the public it is amply protected by the competition 
between the banks. The humour of this does not strike 
the public. It is taken as a statement of fact, or rather 
as a misstatement. Such competition as may exist is 
not obvious, not available to most. 

Then comes the season for the five great Annual 
Meetings, and the other four or five slightly smaller ones. 
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Now, in any other country in the world the chairmen who 
preside over these gatherings would be called—and would 
be in fact—Herr Obermeister Stadtsrath—President du 
Conseil des Finances—Treasurer of the Trust Officials, 
more or less permanent. But in England, no. They are 
generally plain Mister, often eminent in other worlds than 
banking. What they say comes with a fine and justifiable 
impartiality. Perhaps it is a little above the heads of the 
general trading public who cannot share it. 

Here lies, possibly, the paradox. English banking is 
so efficient, so secure, that it may also seem a little remote 
to the trader. Like a certain Irishman who was assured 
that he would have a fair trial before an upright judge, 
and who replied, ‘Sure, what I need is a judge that will 
lean a little !’’ so the trader needs to be assured that the 
big banker up in London is deeply interested in his 
welfare. 





* * * * 
To see why this should be so, we must go back some 
way, to the genesis of modern business conditions. Let 
us take the year 1775—it will do as well as any. The last 
internal disturbance of England, the “ Forty-Five,” was 
past. The new ideas of the French Revolution were yet to 
come. And we must go away from London. It is not the 
3ank of England we need to examine, nor those celebrated 
houses that catered for the nobility and gentry. The 
genesis of the Big Five is not there. It is in any of the 
old towns of England, just conscious of their nascent 
industries, of weaving and spinning, shipbuilding and 
hardware, that we must seek Friend Barclay and 
Friend Lloyd. Imagine the busy street, narrow, 
crowded, noisy. It is hardly possible to picture 
the fact that then England lived in the street, 
as France still does. It is the England of Hogarth, 
Fielding, the ‘‘ Beggar’s Opera.’’ It teems with vitality 
that, up to a year or two before, had been consumed with 
war or pestilence, and which now, these checks removed, 
is about to ferment into industry. There is strong drink 
in plenty, strong voices bawling wares to sell; through 
the crowd gentlemen and rogues ride, and big heavy 
wagons pass at a walk. 
A little way off the market-place stands a big solid 
house, just like many of the comfortable dwelling-houses 
in the better streets. But see the number of people 
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passing in and out of the door! The front rooms have 
been turned into an office, clerks are there to inscribe 
sums of money, received or paid, and in a back room a 
sombre-clothed, serious man, in quaint speech full of 
‘“‘thee’’ and “‘thou,”’ will discuss the fears and hopes which 
the new era of Peace has begotten. This is the Quaker 
banker. Though his face and manner do not betray it, he 
may well be full of a quiet satisfaction, and display a curious 
passive authority. A few years ago his dress and speech, 
and the belief they betokened, were suspect. That is 
why his house is removed a little from the market. But 
now, look, who is this who invokes his aid? It may be 
the local member of Parliament or some big landowner. 
The Quaker is accommodating, accedes to their request, 
will mention the matter to Friend So-and-so—on 
‘change. They thank him and withdraw. In all corrupt, 
brawling, horse-thieving England, he alone is sober and 
industrious, and from day to day his power grows. 

So much so that, turning over some sixty years—two 
generations let us say—he has imitators. In the ’thirties 
are founded the National Provincial and the Midland, as 
we call them to-day. Like all imitators, those who 
followed the Quaker were not exact. His business was 
founded on Religion and Morals as much as on Commerce 
and Industry. These whiskered men in immaculate 
black are not so strict as he. Law-abiding and peaceful 
enough, they have discarded his Biblical speech, and 
something else. They are men of business founding a 
joint-stock company—not the anointed to whom it has 
pleased God to hand over the spoils of the unrighteous. 
For there is already one great difference. These new 
banks are what is called “ Joint Stock”’ concerns. No 
one individual gets rich almost in spite of himself, partly 
by industry and partly by virtue. The banks are joint pro- 
perty, and pay to each and all concerned a return for the 
money invested in them. This is very important. They 
and the great new railways adopt this plan and emerge 
from the general ranks of business, which can only follow 
them after long periods. Already the banks are no longer 
just one trading concern among equals. Turn on again 
to the ’nineties, to the consolidation of the Limited 
Liability legislation, and see what has _ happened. 
Amalgamation and absorption are going on wholesale, 
weekly, so fast that cheques have to be printed and 
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overprinted with the altered names. The war puts the 
finishing touch. The Big Five emerge. The slightly less 
big half-dozen stand close behind them. The great ships, 
upon which the credit of the country is embarked, put 
into port once a year, for overhaul. The reports on their 
condition stun the imagination. Never was there anything 
so perfectly sound, so far above mere mean money- 
lending, so utterly removed from the “credit cycles” of 
sixty years ago. Having made the announcement, and 
having cast a glance around the horizon which they 
pronounce to be cloudy but clearing, the five great 
captains give the signal, the perfect machinery revolves, 
and off go the great ships on another year’s voyage, 
carrying the very existence of our civilization with them. 
They are a final example of How to doit. The only thing 
we are not told is, where they are going to. 

Is it true that these great institutions are simply the 
biggest and most perfect dividend-producing machines 
that humanity has yet devised? If it were so, are not 
the means somewhat disproportionate to the end? The 
man with a stall in the market is obviously there to get 
his living. The shop in the main street is there by 
common consent as the best-discovered means of getting 
factory produce distributed, and the distributor is 
rewarded within the limits of custom and competition. 
But there are, above these, the big services—some of 
which, like the Post Office and telephones, have already 
passed into Government control—some, like the railways, 
are strictly regulated by legislation, or are municipal 
monopolies, like water, lighting, and transport. And just 
outside these categories stand the banks. But is not 
banking a national service; is it not the most important 
of all? Has it not a virtual monopoly ? 

Nationalization has never been popular in these 
islands. Probably it is foreign to our native mentality. 
Certainly no bank director or bank clerk wants to see it. 
Nor is it much spoken of as likely to improve the facilities 
the banks give the public. Banking in England 
gets done more smoothly, probably, than anywhere in 
the world. Efficiency is there, strength and size. But 
somewhere at the bottom of a not very clear conscious- 
ness the public seems to feel that these qualities are not 
quite enough. Who shapes the course of the great vessels, 
and whither? Has the monumental machinery taken 
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charge of us? The Post Office, railway, water, light or 
power system have each to do their job, and then pay a 
dividend. What exactly do the banks do first ? 

What would be said of the railway which confessed to 
having left so many passengers, such and such goods, in 
South Lancashire because it didn’t pay to take them 
away ? The same applies to all the services. Banking 
must find an answer, if the present restlessness is to cease. 
Something must be said which the public can understand 
and apply to its daily problems. Until this is done it is 
to be feared that the attitude will be: ‘‘ Yes, we are 
getting there. But where ?”’ 

* * 


+ * * 


There is one more consideration that must not be 
lost upon us. The present phase of readjustment between 
the public and the banks is not without historic parallel. 
Dr. J. W. Mackail, lecturing to the Classical Association, 
gives us very impartial evidence of this. He was think- 
ing and speaking of an utterly different subject and for 
a different purpose. Yet what a likely picture he draws. 
A great empire, spreading education, a high standard of 
civilization, a universal cry for efficiency. Efficiency was 
there—not in banks in ancient Rome, but in that great 
Civil Service that saw to it that the provinces at the 
ends of the earth were policed and paid taxes. That 
was the mainspring of the Roman Empire, just as 
banking is of the British. What happened? From day 
to day the great machine grew more and more efficient, 
less tolerant of, less susceptible to, criticism. It was 
getting there all the time. The public of that day soon 
lost control of it, finally lost faith in it. This was the 
downfall of that other empire—which survived invasion, 
civil war, and centuries of wear and tear. It died of its 
own efficiency. The machine took charge. It would 
be fanciful, indeed, to apply any of this literally to our 
own case. Yet food for thought there is, for human 
nature does not change, nor the obligations incident on 
wide and highly civilized organization. Our public is 
very different—by two thousand years the more modern, 
more educated, more awake. The machine cannot take 
charge of us. But it might be as well to find and for- 
mulate some cogent and easily understood answer to 
these present discontents, for, if not, Faith will suffer, 
and Faith is the basis of Credit. 
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[We propose to publish each month under this head a short article treating 
of legal topics of practical interest to bankers, with especial regard to any 
decisions in the Courts during the past month.] 


have pronounced a decision upon what the 

presiding Lord Justice (Lord Justice Bankes) 
described as “an interesting and important point in 
reference to the relations of banker and customer.’’ The 
question litigated so well illustrated the risks that may 
arise in the stopping of a cheque by a customer, and 
the duty that may be cast upon a banker by facts 
attending telegraphic countermand, that it calls for 
careful notice. 

The case was reported in the ‘“‘ Times’”’ newspaper of 
March 26, 1926—Hilton v. Westminster Bank Limited. 
Mr. Hilton, a bookmaker, having an account at a certain 
branch of the bank, on July 31, 1924, drew a cheque for 
£8 1s. 6d., payable to a Mr. Poate. The cheque was 
post-dated August 2, and, in fact, was numbered 


bin, the past month the Court of Appeal 
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117,285. On August 1, the day before the cheque 
became payable, Hilton sent a telegram to the bank 
requesting them to stop a cheque payable to Poate for 
£8 1s. 6d., but by some error the telegram, as received 
by the bank, gave the number of the cheque as 117,283. 
But the next day, August 2, Hilton followed up his 
telegram by a telephone call to the bank, when he 
inquired of the cashier, who answered the call, about his 
telegraphic countermand of the cheque in question. The 
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number of the cheque was not referred to in this con- 
versation, but he explained that it was a_ post-dated 
cheque that might be presented that day. The cashier 
informed him that his telegram had been received, and 
that the cheque would be stopped. Up to that time, 
therefore, neither party had his mind directed to any 
error in the telegram as to number of the cheque, 
although, as it turned out, had the cashier inquired 
about cheque 117,283, he would have found that it was 
for a different amount and a different payee, and, in fact, 
had then already been presented and paid. Nothing 
more happened until August 6—four days later—-when 
Poate’s cheque was presented for payment. Seeing that 
the number was not the same as in the telegram the 
cashier consulted the manager, but apparently had 
forgotten the telephonic conversation. In the absence 
of that information the manager came to the conclusion 
that 117,285 was probably a substituted cheque for 
117,283, which latter cheque might have been stopped 
because it had been lost, and therefore decided to honour 
the cheque. In his evidence at the trial of the case, 
before Mr. Justice Horridge, the manager frankly stated 
that had he known or been told what was said on the 
telephone he would have not have come to the con- 
clusion he did, but would have rather jumped.to the 
conclusion that there was some error as to the number, 
and would, therefore, have made further inquiry before 
paying the cheque. 

As a result of the payment of the cheque Hilton’s 
account was of course ‘reduced thereby, and when, on 
August 20, he drew another cheque in favour of a 
Mr. Newman for £7, that cheque was refused payment as 
on the bank’s books there were not sufficient funds to 
meet it. 

In this state of things Hilton sued the bank for paying 
the ‘“‘stopped”’ cheque and for dishonouring the second 
cheque. Mr. Justice Horridge decided in favour of the 
bank, holding that the telegram was clear and unam- 
biguous in its countermand of 117,283; that the bank was 
not guilty of negligence in not searching to see whether 
that cheque had already been presented and paid; that 
the telephone conversation was not to be relied on as a 
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countermand, being in the circumstances ambiguous ; and 
that there was no countermand of 117,285. 

The Court of Appeal (Lords Justices Bankes, Warring- 
ton, and Atkin) unanimously set aside this judgment 
and held the bank liable. They thought the judge had 
taken too narrow a view of the facts. The knowledge of 
the cashier obtained by the telephone conversation was 
the knowledge of the bank, and when consulting with 
the manager on August 6, had he not forgotten the facts, 
the bank would have been in a different position as was 
in effect admitted by the manager in evidence, and he 
would not have rested on the surmise of a substituted 
cheque. Lord Justice Bankes said it seemed to him that, 
“having regard to the communications to the bank and 
to the long interval of time in which they could have 
made inquiries (the cheque was not presented until four 
days after the telephone conversation) a duty arose out 
of the contractual relationship of banker and customer 
to make proper inquiries,’ and that the bank was liable 
since (1) they failed in their duty because they were 
satisfied when they ought not to have been satisfied ; 
(2) it was obvious the bank should have made some 
inquiry before paying the cheque. 

It is interesting to add that the Court—as is happily 
not unusual—commended the fairness with which the 
bank officials gave their evidence. Indeed, the Court 
laid some stress upon the statement of the manager that 
had he known the facts as indicated by the telephone 
conversation he would not have come to the conclusion 
which decided him to pay the cheque. 

Up to this case the banking world had some assistance 
already from the Courts as to telegraphic “stopping” of 
cheques, and the pusition appears to be this : 

1. That it rests upon the customer to make his 
countermand clear and unambiguous. 

2. That until the countermand actually reaches the 
bank it is not effective. There is no doctrine of ‘“con- 
structive notice” of a countermand. 

3. That a banker is not in law bound to act upon an 
unauthenticated telegram as sufficient authority for the 
serious steps of refusing to pay a cheque, but it may 
reasonably and in the ordinary course of business be 
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acted upon by a bank, at least to the extent of post- 
poning the honouring of the cheque until further inquiry 
can be made. One cannot ignore a telegram, and it is a 
question in each case dependent on the facts of that case 
whether a banker behaves reasonably in acting or not 
acting on a telegram. 

4. That ambiguity in meaning is not different from 
ambiguity as to authenticity in that it justifies further 
inquiry. (These propositions are, we think, to be found 
in the judgments in Curtice v. London City and Midland 
Bank (1908) K.B. 293, by the then Master of the Rolls 
and Lord Justice Fletcher Moulton.) 

5. That if a bank has received a telegram stopping 
payment of a cheque and, in fact, accepted it as unam- 
biguous and authentic, it is liable if by error (such as 
registering the “‘stop”’ in one only of two accounts) the 
cheque is paid. (Reade v. Royal Bank of Ireland (1922) 
2 I.R. 22.) 

And now comes Hilton’s case, which presents a 
curious and fresh problem to the Courts, for the telegram 
was clear and unambiguous in its meaning as it stood, 
and its authenticity was not questioned by the bank. 
The ambiguity which arose only became apparent on 
presentation of the cheque of £8 Is. 6d. payable to Poate 
five days after the telegram, when it was for the first 
time seen that the number of that cheque was not the 
number given in the telegram. It is admitted that the 
cashier and the manager then consulted on the dis- 
crepancy ; probably then, at any rate, inquiry was called 
for, and it is plain that at that time the bank officials 
had had the communication by telephone which the 
manager seems to have agreed would (had it been before 
him) have caused him to act otherwise. Possibly he 
would then have politely explained to the payee the 
difficulty that had arisen and inquired further, and the 
surmise on which he actually acted that it was a sub- 
stituted cheque would not have been arrived at; and 
inquiry might have revealed that prior to the telephone 
message 117,283 had already been paid, and was not 
payable to Poate at all. We can understand the decision 
on the assumption that on the presentment of the 
cheque, when the ambiguity was in fact discovered, 
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there had been communications to the bank which put 
them on inquiry. But from the only report of Lord 
Justice Bankes’ judgment at present available, and with 
no report of the grounds given by his two colleagues, it 
is difficult to understand the stressing of the point that 
there was a long interval of time (from August 2 to 6) 
in which the bank could have made inquiries. That 
seems to point to a suggestion that after the telegram 
and the telephonic conversation the bank were imme- 
diately put on inquiry. But why? At that time there 
was no indication of any error in number of the cheque. 
The number was not even referred to at the telephone. 
There was an accepted and, so far as could be seen, a clear 
countermand of 117,283 to the amount of £8 Is. 6d. 
payable to Poate. The trial judge expressly refused to 
hold the bank guilty of negligence because they did not 
at that point of time search to see whether or not cheque 
117,283 had been presented. After presentation of the 
cheque, and the discovery that it was of a different 
number, of course the telephonic information that it was 
post-dated and presentable on August 2 would cast a 
doubt, but at the time we venture to doubt whether there 
was anything to put the bank on inquiry in the absence 
of some indication of error in number. Lord Justice 
Bankes, however, appears to have thought otherwise. 

Be that as it may, the case carries one or two obvious 
morals. It is impossible for the most competent person 
in the daily work of banking to hold himself immune 
from subsequent criticism, even though his one desire is 
to protect his customer ; and always it is easy to be wise 
after the event. It may be suggested, however, that it 
may be well in future (1) on receipt of a “stop” on a 
cheque, the number being given, at once to see whether 
the cheque has been presented already; (2) to preserve 
a record of any conversation by telephone or otherwise, 
and, indeed, of any circumstance affecting so serious a 
matter as countermand of a cheque; (3) immediately any 
ambiguity arises to make inquiries. Whatever steps a 
bank may take, however, they are, like other folk, unable 
to meet every possible peril. And it has to be clearly 
borne in mind that every case depends on its own facts, 
and it is impossible to afford exhaustive and_final guiding. 
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Banking in John Bull’s Other 


Island* 
By P. G. Ralfe 


“This Island ever since the reducing of it by Sir William Mountacute, 
hath been reputed, and is a Member of England, and held of the Crown 
thereof, sometime by one Tenure, and sometime by another; and now at 
this day the Lord thereof holdeth it of the Commonwealth of England by 
Fealty only : notwithstanding it hath Lawes and Customes peculiar to 
itself, which are most suitable to its Poverty and distance from England.” 

From “ Vale Royall of England or the County Palatine of Chester, also 
an Excellent Discourse of the Island of Man,’’ by James Chaloner (1656). 





the Isle of Man consists in its isolation. In spite of 

its small extent and population and its nearness to all 
the divisions of Britain, it is yet, naturally and politically, 
a separate land. 

As its isolation becomes less complete, and its business 
is submerged in that of the neighbouring countries, the 
change, whatever advantages it may bring with it, must 
necessarily take away much of the interest from such an 
article as the present. 

As banking in Britain began only in the seventeenth 
century, it will not be expected that its history in so small 
and remote a community as ours should go back very far. 
The island has had some kind of finance and commerce 
for many centuries. Money value, sometimes in consider- 
able sums, is often mentioned in the records of the Middle 
Ages, but even in the seventeenth century Manx trade 
consisted chiefly of barter, and rents were mostly paid in 
cattle, sheep, and poultry. From very early times corn 
had been cultivated, and this and cattle were sometimes 
exported. Harassing regulations in the spirit of the time, 
and the want of current money, were hindrances to Manx 


I: financial, as in most other matters, the interest of 





* Information about the earlier banks is largely borrowed from Clay’s 
“Currency of the Isle of Man,”” Manx Society, vol. xvii. Early insular 
newspapers, A. W. Moore’s “ History of the Isle of Man,” 1900, and an 
article by the present writer in the “Scot. Bankers’ Magazine,” April, 
1913, have aiso been consulted. 
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prosperity, but the presence of English refugees during 
the great Civil War, and, later, the development of the 
famous smuggling traffic, brought an increasing quantity 
of coin into the island. In 1668 the first Manx money was 
coined by John Murrey, a merchant in Douglas, and this 
was followed by coinages of the Derby and Athol lordships 
and of the direct English rule, all of copper only. 

It was during the Napoleonic War at the beginning of 
last century, with its familiar concomitants of high prices 
and increase of currency, that Manx banking began. 
Banks were springing up all over Britain in unprecedented 
numbers, and on August 25, 1793, the ““Manks Mercury,”’ 
our earliest newspaper, had stated: “It is confidently 
reported that some gentlemen of considerable rank and 
property have it in contemplation to erect a bank here, 
which certainly would be of infinite advantage to the 
public at large.’’ So far as I am aware, however, it was 
not till May 1802 that the earliest bank commenced 
business. It was that of M. H. and G. Quayle, J. Taubman 
and J. Kelly. The Quayles of Clycur, Crogga and Castle- 
town were members of the land-owning and official class, 
and of high insular standing. The office of the bank was 
at Castletown, then, and for sixty years after, the Manx 
capital ; and Bridge House, the Quayles’ town residence, a 
large house with dead walls to the street on its lower 
story, is said to have been built in that form in order to 
accommodate its business. It was called “The Isle 
of Man Bank,” and, with some changes of partners, it 
carried on business till 1818. It was not, however, a 
success to the partners, and it is said that the Quayles 
sold their barony of St. Trinians to discharge the partners’ 
liability on note issue. Fora time an Isle of Man Insurance 
Company was carried on in connection with this bank. 

Currency in the island at this time consisted largely of 
notes and “cards” for small amounts, down to Is., 
issued by merchants and tradesmen, many of whom 
called themselves “‘ bankers,”’ and in the absence of banks 
to some extent performed other banking functions. 
Llewellyn, a lawyer at Peel, circulated cards with the 
motto “‘ Every man his own banker.” There are curious 
stories of the bulky masses of little notes which were 
carried about to make purchases and pay debts. Forgeries 
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of notes were also abundant. In 1807 two forgers were 
whipped in all the towns of the island, and in 1812 
Thomas Young, convicted of passing false notes to the 
value of 5s., was sentenced to six months’ imprisonment 
and 100 lashes at Ramsey Cross. 

In 1817 the Legislature, to abate the evils and uncer- 
tainties of this varied and unregulated currency, which 
(a newspaper of the time says) “threatened the island 
with general ruin,’’ passed an Act by which a licence, 
costing £20, was required for the issue of notes, after full 
and approved security had been deposited with the 
Insular Government. This regulated note issue has 
continued to the present time, and all the banks doing 
business on the island have adopted it. At present the 
notes are all for £1, except those of £5 issued by the Isle 
of Man Bank since 1900. 

Five-pound notes were also issued at an earlier date 
by the Commercial Bank and the Bank of Mona. Many 
of these notes have borne Manx views, especially of 
Douglas ; the handsome five-pound note of the Commercial 
Bank had pictures of Douglas, Castletown, and Ramsey. 

Under the Bankers’ Act (1817), five licences were 
immediately granted, namely, to J. Spittall & Co. ; Edward 
Forbes ; Henry, John, and James Holmes; L. McWhannell 
(of Ramsey) ; and Edward Gawne (of Rushen). Most of 
these carried on their banking business in connection with 
other trades ; Mr. Gawne, for instance, a landowner in the 
south of the island, was also a brewer at Mount Gawne 
(near Port St. Mary), of which place his note bears a view. 
The aggregate authorized note issue of these banks was 
£33,400. (The amount of notes in actual circulation at 
the’ present time is about £130,000.) 

In 1836, when speculation in the establishment of 
joint stock banks was at its height in England, the Isle 
of Man Joint Stock Banking Co. was formed to take over 
the private bank of Wulff and Forbes, for whose business 
it gave £2,500. Its capital was £50,000 in £5 shares, held 
by 146 shareholders. Its head office was at Douglas, and 
it had branches at Ramsey and Castletown. This was an 
unfortunate venture, and its career was a short one, its 
fall in 1843 being occasioned by the fraudulent conduct 
of a manager, who circulated bills to cover mining 
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speculations. The figures of the bank were small, its 
deposits being only £45,000, and its note issue £14,000; 
but it owed to its London agents £70,000 to £80,000, and 
heavy calls upon the shareholders were a source of much 
distress and embitterment. 

The bank of Henry, John, and James Holmes, above- 
mentioned, which took also the name of Douglas and Isle 
of Man Bank, had a much longer existence and a con- 
siderable share in public confidence. It opened in 1815 
and closed on the death of the last surviving partner in 
1853. The Holmes family carried on other business in 
various branches; they were fish-curers and shipowners, 
and had large property in and outside the island. The 
death of James Holmes was followed by a lengthy and 
complicated liquidation. I am not able to state the exact 
result, but the loss to the public does not seem to have 
been large. 

These misfortunes of early banking should not lead us 
to suppose that there was exceptional dishonesty or 
incompetence in the Isle of Man. On the contrary, Manx 
banks were probably no worse regulated than the average 
of English country banks of the time, and were notably 
superior in the respect that the note issue, on which 
bankers then largely traded, was and still is abso- 
lutely secured, while previous to 1844 the English 
banker was unlimited in his issues. Efficient inspection 
and audit did not yet exist, and the officials were them- 
selves amateurs, or little better. 

The Isle of Man and Liverpool Banking Co. opened at 
Douglas in the same year (1836) as the Joint Stock Bank, 
but wound up in 1838, “from want of sufficient capital to 
carry on business in both places.’’ The Isle of Man 
Commercial Bank took its place, and about 1849 was 
taken over by the City of Glasgow Bank, which carried on 
its insular business under a special Act of Tynwald, and 
in the name of “The Bank of Mona.” So a large outside 
bank for the first time entered the island. 

Even at this early time Scottish banking had nearly 
arrived at the condition of equilibrium which has only 
lately been reached in England, that is, banking was in 
the hands of a few powerful, centralized concerns which 


had an extensive system of branches. 
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The City Bank was a bad example of a Scottish bank, 
but its weakness was little known in the Isle of Man, 
where its branches were honourably and efficiently 
conducted. Though in time its business was narrowed by 
the establishment of energetic native banks, it remained 
till its close in 1878 the bank of the Manx Government, of 
many of the official and capitalist class, and of most 
English residents. It had offices in all the four towns; in 
its later years its Manx centre was in the handsome 
buildings now, with extensions, housing the Legislature 
and Government offices. 

The private bank of Dumbell and Howard (afterwards 
Dumbell, Son and Howard) was established in 1853. 
Mr. G. W. Dumbell, a lawyer, was a man long conspicuous 
in Manx public life, and had earlier for a short time been a 
director of the Joint Stock Bank. For twelve years after 
the closure of Holmes’s, Dumbell’s Bank and the Bank of 
Mona divided the business of the island between them. 
In 1857, a time of financial stress, both were in difficulties, 
and Dumbell’s was closed for months. The idea of a 
strong local bank was now earnestly discussed among 
influential business men, and in 1858 there was issued the 
prospectus of a bank of which “limited liability’ was to be 
a feature, and to which the names appended were those of 
substantial Douglas merchants. The proposal got no 
further at this time, and it was not till after the passing 
in 1862 of the British Companies Act that interest in the 
movement revived. A Bill embodying the principle of 
Limitation of Liability on the lines of the British Act 
was, in 1864, introduced into the Manx Legislature, and 
simultaneously a group of five men set about the founda- 
tion of a “Limited”’ bank. The leading spirits in this 
were Mark Hildesley Quayle, Clerk of the Rolls (i.e. 
Judge of the Manx Chancery Court), and William 
Callister, a large landowner in the north of the island, and 
a prominent member of the House of Keys (the lower 
branch of the Legislature). Associated with them were 
William Fine Moore, proprietor of the Tromode canvas 
factory ; Henry Bloom Noble, a Douglas merchant, whose 
large estate was bequeathed to charitable and public uses; 
and Samuel Harris, for forty years High Bailiff (i.e. 
stipendiary magistrate) of Douglas. 
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The Bill met at first with considerable opposition, so 
far as its provisions applied to banks, and was amended in 
committee with a view to safeguarding the interests of 
customers. It was eventually passed in the early summer 
of 1865, and on November 1 in the same year the new 
bank, the Isle of Man Banking Co., Ltd., was opened for 
business. With foresight remarkable for their time, the 
founders had determined not only on limited liability, but 
on certain other essentials, such as an influential body of 
shareholders, in preference business men; an active and 
efficient directorate; and a rigid professional audit. The 
capital was £150,000 in £10 shares, of which £2 was paid 
up. The success of the institution was from the first 
assured. Its prosperity has continued to the present day ; 
it still enjoys in a high degree the public confidence, and 
its directorate has been served by men of the best standing 
in the island. 

In 1874 Messrs. Dumbell, Son and Howard became 
Dumbell’s Banking Co., Ltd., with a paid-up capital of 
£50,000. 

In 1878 the Bank of Mona closed, following the 
suspension of its parent institution. It had no Manx 
shareholders, and, as the depositors were soon paid in full, 
the Isle of Man suffered no financial loss from its failure. 

For nearly twenty years following, banking was carried 
on entirely by these local companies, another joint stock 
concern, the Manx Bank, Ltd., being formed in 1883, 
with a paid-up capital of £25,000. This period witnessed 
an extraordinary development of banking in the island, 
due to the employment of English funds in opening up 
the island as a holiday resort, the thrift of the people, and 
their faith in these peculiarly national institutions. 
Bank deposits, as shown in published balance-sheets, 
were in 1882, £770,000 ; 1885, £884,000 ; 1890, £1,324,000 ; 
1895, £1,942,000 ; 1899, £2,580,000.* 

With the increase in wealth of the industrial centres of 
Northern England, and the continual improvement in the 
facilities of steamship transit, the visiting traffic which has 
now become the chief national industry, was being ever 
more developed. While agriculture was largely stationary, 





*This does not include the deposits of the Liverpool Union Bank, but the 
latter was so recently established that these can hardly have been larger. 
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and mining and fishing were dwindling, the flow of gold, 
Bank of England notes, and cheques, paid for the board 
and entertainment of these crowds of visitors, was always 
increasing, and had become our principal export. 

The profits and the dangers of this development were 
manifested in the remarkable progress of Dumbell’s Bank. 
Its founder, Mr. G. W. Dumbell, died in 1887. After 
about 1880, the bank, managed with surprising energy, 
and lending itself to the speculations and adventures of 
the new Manx life, built up a huge business, its final 
deposits being quoted at £1,300,000. 

The expansion of the time culminated in three (for the 
island) immense undertakings: the amalgamation of 
Douglas pleasure resorts, the system of electric railways 
between Douglas and the north, and the combine of 
hotels which was finally floated as the Isle of Man 
Breweries, Ltd. The first of these has proved a very 
remunerative venture, the second was a work of great 
public utility ; all of them tended to increase the attrac- 
tiveness of the island to visitors. But the bank had to 
advance all the capital which the promoters of such 
schemes lacked, and its liquid resources, already strained 
by financing many private traders whose commitments 
were hopelessly increasing, were exhausted. 

It was obliged to close its doors on February 3, 1goo, 
an arrangement to take over the assets and liabilities hav- 
ing failed. Though under the pressure of circumstances 
some of the officials were led into acts which caused their 
conviction under criminal law, it will hardly now be 
asserted that there was any deliberate attempt to defraud. 

A number of concerns which had existed on the banks’ 
credit speedily followed it into bankruptcy, but the island 
rapidly recovered from the calamity, and the liquidator 
eventually paid dividends to the extent of 12s. 7d. in the 
pound. 

The failure was followed by a run on the two remaining 
local banks. The withdrawals were heavy, and, though 
readily met by importation of cash, greatly increased the 
trouble of the time, and were peculiarly unwelcome owing 
to the low price at the period (that of the Boer War) of 
the first-class investments which had to be realized to 
provide funds. These two remaining banks had not only 
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from their liquid resources to furnish cash for the imme- 
diate necessities of the situation, but also to meet the 
purchase by their customers of a great amount of property 
thrown into the market by the liquidation. 

The good-will and premises of Dumbell’s Bank were 
purchased by Parr’s Bank Limited (now the Westminster 
Bank). In 1900 the Manx Bank was taken over on 
favourable terms by the Mercantile Bank of Lancashire 
(since amalgamated with the Lancashire and Yorkshire 
Bank). The Manx Bank had never been a serious rival to 
the two older companies, though it had a respectable body 
of shareholders and a considerable popularity, especially 
among country folk. Its final deposits exceeded £200,000. 

In 1897 the Liverpool Union Bank opened a branch at 
Douglas ; its business was united with that of Lloyds Bank 
in 1900, and Lloyds has since established branches at 
Ramsey and Peel. The last addition to the list of banks 
doing business in the island is Barclays, which opened an 
office at Douglas in 1922. 

In 1900 it was possible for the last time to sum up 
nearly the whole banking figures of the island: the 
aggregate deposits were then 24 millions, and advances 
14 millions. 

This gave the remarkable figure of £50 per head of the 
Manx population, which for sixty years has remained at 
about 50,000. 

The amount of the local deposits of the English banks 
at the present time is not obtainable. Wealth in the Isle 
of Man is, perhaps, more evenly distributed than is 
generally the case in the surrounding lands, and much of 
it is in the hands of a class of people of small means, 
thrifty and hardworking, for whose savings a_ bank 
deposit has always been the favourite investment. These 
folk know little of finance; the bank gives a fixed rate of 
interest, the balance is at any time immediately repayable ; 
the officials are well known to everyone, and in a peculiar 
degree lay themselves out to help their customers and win 
their confidence. The wide distribution of the shares of 
the local banks was also in former times a powerful factor 
in bringing business. Though with one exception our 
banks are now managed from England, their branches, up 
to the present, have frequently retained Manx officials, 
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who inherit the local traditions. Thus, most families have 
come to have bank accounts and to aid in circulating the 
bank’s notes. The island is without any very rich people, 
whose balances are not likely to be large in proportion to 
their resources, as they are well acquainted with invest- 
ment; but it has also few of the class, numerous in large 
industrial centres, who are dependent on a weekly wage 

and save little or nothing. The thrifty cottagers and 
small farmers of the island are the mainstay of the island’s 
banks, and the banks in return have distributed to them in 
the course of years great sums of interest on capital which, 

if hoarded, would have been entirely unremunerative. 

During the last twenty years there is little to be 
recorded of Manx banks, except what is common to those 
of all Britain. The Isle of Man shared in the difficulties 
and anxieties of the Great War. Asa holiday resort it was 
particularly affected by the loss of the great industry of 
the summer season, partially compensated by the esta- 
blishment of two large camps for civ ‘lian war prisoners, the 
prosecution of some small war industries, and the 
remittances sent home by soldiers and war employees 
During the war years Income Tax was introduced for the 
first time, and winter unemployment has since become a 
problem of some seriousness, but on the whole the Manx 
people can be looked upon as a fairly prosperous and 
contented community. 

A few remarks may be added on points in Manx law 
or custom of special interest to bank officials. 

It is obligatory on Insular Limited Banks to publish 
twice a year lists of shareholders, and to exhibit particulars 
of transfers in ¢wo places in each of their offices. Abstract 
statements of liabilities and assets must also be shown as 
in England. Swern returns of note circulation must be 

made weekly. Two-thirds of the nominal capital of a 
Limited Bank must remain as reserve liability. 

Where there is so little commercial industry as in the 
Isle of Man, trade bills are naturally rare. In former 
times joint and several promissory notes, usually for the 
accommodation of one of the parties, were very abundant. 
It will probably be agreed that the disappearance of these 
is not to be regretted, though they were a fair security. 
Very characteristic of Manx banking are the promissory 
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notes used at sales of stock and letting of farms in 
fields, two months credit being usually given on approved 
paper. These bills, generally with two names, are left 
with a bank for collection and credit, and in need form an 
excellent security. 

A law enacted in 1649 and confirmed in 1687 limited 
interest on loans to 10 per cent. In 1691 this was reduced 
on all future contracts to a maximum of 6 per cent., all 
contracts in excess to be void, and the offender to forfeit 
three times the value of the things bargained. This law 
is still in force, and quite recently the Legislature declined 
to modify it. It has sometimes proved a stumbling-block 
to English moneylenders, who have tried to extend their 
operations into the Isle of Man; 6 per cent. is also “legal 
interest” here. 

For a considerable time we uniform rates of 2 per cent. 
on current accounts and 2} per cent. on deposits have 
prevailed. Up to the time a its failure the Bank of Mona 
allowed 4 per cent. on deposits, and Holmes’s Bank at an 
earlier date gave 42 per cent. For many years deposit 
interest stood at 3 per cent. at all the then existing local 
banks, and Dumbell’ s, until its stoppage, gave the same 
rate on current accounts. The extensive use of the Deposit 
Receipt (now nearly obsolete) was probably borrowed from 
Scottish banking. Another feature having the same origin 
was the use of the term “agent”’ for a branch manager, 
which custom still continues in the Isle of Man Bank. 

Commission, until comparatively recent times, was 
charged on the transactions of overdrawn accounts only. 

The absence of stamps on bills and cheques (also on 
receipts) is familiar to most British bankers. 

The excellent system of registration of deeds in a 
public record office is a Manx institution of which we may 
justly be proud, and makes a banker’s dealings with real 
property in the island comparatively easy and inexpensive. 

The position of a married woman under Manx law was 
long a question of difficulty and uncertainty to a bank 
official. Her right to a bank account in her own name is 
now secure under recent legislation. 

The early bank premises of the island were often very 
unpretentious. The Bank of Mona led the way in a more 
dignified style of building, and several of its offices are still 
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in use. The palatial head office of the Isle of Man Bank 
has been occupied since 1902. The Westminster Bank has 
improved the large building of Dumbell’s Bank in the same 
line of thoroughfare ; the Lancashire and Yorkshire Bank 
has recently entered upon enlarged premises in the same 
neighbourhood. In the smaller towns the older offices are 
gradually being improved or replaced. The Westminster 
Bank at Castletown occupies the building where, for more 
than 100 years, the House of Keys met; it was originally 
built for a library, and has little architectural pretension. 

To an English eye there is much of interest and of 
unfamiliarity in the headings of a Manx Bank ledger and 
the lists in its journals. Every clerk from the mainland, 
unless his mind be purely mechanical, must have observed 
the curious native names, with their preponderance of 
C’s, K’s, and Q’s, which he is liable to misspell and has 
difficulty in pronouncing. The initials mentioned are 
really the remains of the “ Mac,’’ with which most Manx 
names originally began and which became obsolete some 
centuries back. Equally strange to an Englishman are the 
country addresses, with prefixes like ‘ Balla,” “Cronk,” 
and ‘‘Kerrow,’’ which keep before us the old Gaelic 
language, now seldom heard. 

There is much of interest in the personal experiences 
of Manx banking, the types of customers and transactions, 
the Manxman’s confidence and suspicion, his shrewdness 
and his ignorance. Whatever faults and weaknesses we 
islanders may have, I hope our friends from across the 
sea will agree that a business life cannot be spent among 
the island’s people without respect and admiration for 
their sterling qualities. The relation between bank official 
and customer was, in the old days, one of great confidence 
and strong mutual regard ; we hope that these may not be 
lessened in the future by the wider modern outlook. 

The principle of the island’s local currency seems 
justified by experience. Its independent politics and legal 
conditions will probably continue to keep its finance to a 
certain extent different from that of the lands around it. 
It does not appear likely that we shall in the near future 
see much change in Manx banking; the profession may be 
looked upon as a very well-regulated and efficient factor 
in our national life. 
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The History of a Great Bank 


HE recent migration of Hambros Bank from 

| Old Broad Street to Bishopsgate marks a stage 

in its history, and provides an opportunity for 
recalling some aspects of the story of its establishment 

and growth through a century of European politics with 
much of which it has been rather intimately connected. 

It was in 1839 that the firm so long known as C. J. 
Hambro and Son was established in Old Broad Street 
by Charles Joachim Hambro. His father, Joseph, had 
already built up an important banking business in 
Copenhagen, where he had been born in 1780. Joseph 
Hambro was evidently a man of activity and resource, 
and it is believed that he found and took advantage of 
opportunities for profitable investment provided by the 
recovery of Russia after its release from the crushing 
domination of Napoleon. He gained the confidence of 
Count Schemmelmann, the Danish Minister of Finance, 
and after 1821 undertook nearly the whole of the banking 
business of the Danish Government. About the same 
time he became Court Banker to Sweden and Norway, as 
well as to Denmark, having favourably impressed 
Charles XIV of Sweden (Napoleon’s colleague, rival, 
ally and enemy, Bernadotte), who was at that time 
deeply engaged in organizing and developing the 
resources of his newly-acquired kingdom. 

Joseph’s son, Charles Joachim, the founder of the 
English house, was born in Copenhagen in 1807, and as 
has been said, started business in London in 1839. It 
is impossible here, and for most of us would be vain, to 
follow the history of the firm in any detail; but one or 
two points may be noted at which its financial activities 
have influenced, or been influenced by, movements of 
international importance. 

Denmark did not escape the Revolutionary tide which 
swept over Europe in 1848; and as soon as the news of 
the outbreak in Rendsburg reached London the Hambro 
firm placed a very large sum at the disposal of the Danish 
Minister of War—the largest amount which had ever 
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reached that destination from any single source. It was 
doubtless in recognition of his loyalty at this time that, 
in 1851, a barony of the Danish realm was conferred 
upon C. J. Hambro. 

When, following the death of Frederick VII in 1863, 
and the accession of the Glucksburg dynasty in the per- 
son of Christian IX (Queen Alexandra’s father), the long- 
smouldering fires of the Schleswig-Holstein controversy 
burst into flame, the Danish Government were again in 
need of funds, and a loan of half a million was issued by 
Baron Hambro. A well-known historian has estimated 
that five-sixths of the population of this country desired 
to see a British army in the field in support of Denmark 
at that time, and that five-sixths of the remainder 
warmly sympathized with Danish efforts to resist the 
machinations of Bismarck; it is not likely, therefore, 
that any great difficulty was experienced in raising that 
money, nor the larger sum of {1,200,000 required when the 
Danes had been compelled to accept defeat at the hands 
of the Prussians. 

But greater efforts and greater triumphs awaited 
Baron Hambro. It may be said that Bismarck and 
Cavour were the two greatest Europeans of the nineteenth 
century. Hambro had crossed the path of the former in 
Schleswig-Holstein; he was now to enter into very 
friendly and very close relations with the latter, and to 
render to him the financial support which was essential 
to his schemes. 

The story of the foundation of United Italy is a story 
of patience and perseverance in the face of immense 
difficulties, of petty quarrels and hazardous romance. 
The name and memory of Cavour suggest the one aspect, 
the cool statesmanship, the steady persistence; most of 
us would first connect the immortal name of Garibaldi 
with the story of its romance. The part played by 
Baron Hambro was less conspicuous at the time, and is 
much less well remembered to-day, but one may question 
whether he did not share to the full the successful calcula- 
tions of the one or the romantic hazards of the other. 
In pledging his financial support to the Sardinian cause 
he must have been taking big risks with the reputation 
of his firm, and we may well suppose that there were 
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for him anxieties as great, and nights as sleepless in 
London, as there were for any in Victor Emmanuel’s 
Court or Garibaldi’s army. The City of London, as well 
as Hambros Bank, may justly be proud of his foresight 
and courage. 

The first step in the Hambro-Cavour financial alliance 
was the London issue of the Sardinian Loan of 1851 
(£3,600,000). In this case, no doubt, as in that of the 
Danish loan, he was helped by the strong sympathies of 
many in England for the aspirations of Sardinia. As 
Mr. Trevelyan has pointed out, “apart from the unrivalled 
appeal which Italy, of all lands, can make,’ there were 
many “causes for the Italian enthusiasm of our grand- 
fathers—the Liberal sentiment of the day ran into anti- 
clerical and anti-despotic feeling—the ‘no Popery’ cry 
led a large section of the religious world to take a a generous 
interest in the cause of freedom in Italy,’”’ while “the 
fact that the Irish were on the side of the Pope, and 
occasionally disturbed pro-Italian meetings, dispelled 
the last doubts of the average Englishman as to the 
propriety of the movement.”’ 

Ten years later, when Victor Emmanuel had been 
established on the throne of Italy, and his Government 
were turning their attention to commercial and industrial 
needs, C. J. Hambro and Son made themselves respon- 
sible ts the issue of another large loan of £1,782,000 for 
the Maremmana Railway, the first big loan issued by 
them for Italy as a united country. Similar activities 
continued in the following decades, increasing the in- 
fluence of the bank and the reputation of its chief; but 
towards the close of his life the baron was less frequently 
in the City, and lived chiefly at Milton Abbey, in Dorset, 
which he had bought in 1854. 

He died in 1877, and his place at the head of the firm 
was taken by his youngest son, afterwards Sir Everard 
Hambro, K.C.V.O., w ho had for some time been asso- 
ciated with his father in the business. In 1881-2 came 
the issue (with Baring Bros.) of the Italian 5 per cent. 
Rentes. By this time Italy was completing the esta- 
blishment of her currency upon a gold basis. The issue, 

made in two portions, was for £29,000,000 in all, and the 
greater part of this sum was remitted in gold. The skill 
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with which this manoeuvre was effected without causing 
disturbance to the market enhanced the reputation of 
the firm, and did much to gain for it the distinguished 
position in the City which its new head was to enjoy 
for the next forty years. 

Loan after loan followed, of national and _ local 
character, for Italy, Greece, Russia, Finland, and, above 
all, the Scandinavian countries, and continued in un- 
broken succession till 1914. During the Great War the 
activities of the bank were of necessity diverted into 
abnormal channels, but a house so closely connected as 
Hambros with the chief neutral countries of Europe 
necessarily played a large and very responsible part in 
financing trade in those directions in which it could be 
allowed or encouraged. 

Soon after the conclusion of the war an amalgamation 
was effected with the British Bank of Northern Com- 
merce, and for a short time the name of the firm was 
overburdened with one of those unwieldy titles which 
were the passing fashion or necessity of the amalgamation 
period. But we can now once more speak of “‘ Hambros,”’ 
and we may hope that in their fine new offices in Bishops- 
gate many years of prosperity await them. 

The old stage has gone and the old players, but even 
in new surroundings there must hover memories of those 
historic names which have been linked to that of the 
Hambro firm: Bernadotte, Frederich and Christian of 
Denmark (with the sinister shadow of Bismarck cast 
over the line of the Kiel Canal), Cavour and Victor 
Emmanuel. A new generation reigns, and from a new 
centre: the political needs and financial opportunities 
are different indeed, but they are no less pressing, and 
no less promising than before. Our fathers constructed ; 
it is ours to reconstruct, and the friends of the bank 
can do no better than wish that the third generation 
may play as honourable, helpful and successful a part 
in the work of recovery as their predecessors did in the 
more spacious days of the Victorian era. 


ELLED 
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Improving the Status of the 


Banking Profession 
By J. F. Cade 


N the February number of THE BANKER Mr. Steele 

discussed in some detail the proposal to divide bank 

staffs into two grades, on the lines adopted by the 
Civil Service. In conclusion, he said : ‘I am disposed to 
think that all the highly desirable objects aimed at by 
the proposed scheme—the raising of the general status 
of the banking profession,* the curtailment of the unduly 
long period of routine work, the giving to good men an 
earlier chance of promotion, and so forth—could be 
achieved equally well by certain easily effected modifica- 
tions of the existing system, and without the necessity 
for facing the almost Herculean task which the re- 
organization of the staffs of our banks, on the lines 
suggested, would inevitably entail.” 

Unfortunately, Mr. Steele did not say what modifica- 
tions he had in mind, and he left us very little farther on 
the road to a solution of the problem of raising the status 
of banking. 

The very great and striking ability of the men who 
fill the chief posts, both in London and in the provinces, 
might seem to suggest that there is nothing wrong with 
the system as we know it. Ina way, it is true that these 
men are the product of the system; but it is, perhaps, 
truer to say that most of them have risen to their present 
positions not because of the system but in spite of it. 

I do not think that the problem will be solved by any 
wholesale introduction of university graduates. To begin 
with, the terms which banks at present offer, or, indeed, 
could offer, are not at first sight attractive enough to 


* The use of the term “‘ banking profession ”’ is, of course, a question 
of taste. But we are of opinion that the ancient and famous trade of 
banking suffers from the modern tendency to describe it as a profession. 
“Trade” is a much more robust term and perhaps a more accurate 
one.—Eb. 
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bring in any very large number of men from Oxford or 
Cambridge, apart from those who have a special inclina- 
tion to banking as a career, and those who are willing 
to look beyond the early years of routine to the possi- 
bilities which banking does undoubtedly afford to any 
man—university man or not. Only the university 
graduate who is definitely keen on banking will give up 
the dignified security of some of the other professions and 
go into banking, relying on his own ability to carry him 
through the routine years and win him a position on his 
own merits. The other professions will at once give him 
an established position, and, like teaching, pay him for 
the knowledge he has already acquired, or, like the Civil 
Service, for the examinations which that knowledge 
enables him to pass, or, like medicine and the law, for 
the knowledge which he can acquire in a few years. It 
requires some adjustment of values to come straight 
from an honours degree and turn to sticking stamps on 
envelopes, writing up waste books and pass books, and 
the many routine jobs of the early years in banking. 
It takes time to adapt the mind to changed environment 
and to apply it to this routine and recognize its import- 
ance, and I fancy that many university men take some 
months to find their feet in their new profession. This 
routine training is invaluable and essential, and, incident- 
ally, would do every university man an enormous amount 
of good; but I think that probably it will tend to keep 
down the number of these men in banking, for the reasons 
explained, so that even if the source of possible supply 
were very large, which it is not, banking would have to 
look elsewhere for the solution of its problem. 

The root of the trouble is the quality of the average 
boy who presents himself at the age of seventeen or 
eighteen as a candidate for the banks. If my own experi- 
ence is any test, the class of boy at present applying for a 
clerkship is, on the whole, most astonishingly poor. 
The average banking entrance examination sets a few 
simple questions in arithmetic, English, geography, and, 
perhaps, general knowledge. It is surprising how few of 
these boys emerge from these simple examinations with 
any credit at all. Here and there (a very welcome change) 
is a really good paper, but many of them are deplorable. 
I know of at least one headmaster who definitely dis- 














THE BANKING PROFESSION 373 


courages his best boys from entering a bank, and is nearly 
heartbroken if they do become bank clerks. Again, it 
is a significant fact also that in some industrial districts 
when trade is good it is quite a difficult matter to get any 
good candidates for clerkships, while, when trade falls 
off, there are more applicants and the quality is rather 
better. Banking is regarded, in fact, as a fis aller, hardly 
a last resort, but a profession for the boys who want a safe 
job and a gentlemanly livelihood. 

Why is the average quality of these boys at present 
disappointing ? How is it that banking does not always 
attract the most clever boys? It is suggested that the 
reasons are the monotony of the routine work, which 
extends over so many years, the fact that the average 
bank clerk cannot afford to marry until he is turned 
thirty, and the general slowness of promotion, whatever 
a man’s ability may be. The chief reason is, however, 
the lack of the charter, and it is this lack which at present 
prevents banking from ranking along with some other 
occupations as a profession. These are very strong reasons 
for turning an ambitious boy into some other profession. 
In the long run there can be few careers more interesting, 
more full of possibilities of success, and more absorbing 
than banking. The difficulty is to make the boy realize 
this, to make his parents realize it, and his headmaster. 

Presuming that banking still remained without its 
charter, it might be made an indispensable condition of 
every application that the boy should have passed one 
of the examinations on the strength of which the Institute 
of Bankers now allows exemption from its qualifying 
examination. The general level of intelligence will not be 
as high in banking as in the other professions if the staffs 
of banks are to consist to any extent of men like those 
whose papers are criticized every year by the examiners 
of the Institute of Bankers at the annual examination. 
The bank clerk will not have the same status as a 
doctor or a solicitor if he can hardly write his own 
language properly or if his education is at all inadequate. 

Another suggestion might be that the banks should 
reserve to themselves (and largely exercise) the right of 
reconsidering - the position of every man at the end of his 
first six years’ service, and of dismissing him if he had not 
then passed the Institute of Bankers’ Examination, 
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unless there were features in any particular case which 
would lead them to exercise their discretion. As a general 
rule, every junior would be told that his continuance in 
the service depended on his passing this examination 
within six years. It is not contended that success in 
examinations necessarily means success in the practical 
business of banking; but that a man is not allowed to call 
himself a doctor or practise medicine until he has studied 
his profession, passed his examinations, and qualified as 
a doctor : that the same applies to a solicitor, a barrister, 
and an accountant; and that there is no reason why it 
should not apply to banking also—in fact, there is far 
more reason why it should, for the practice of banking 
is probably more difficult than that of any of the pro- 
fessions mentioned. In fact, perhaps no harm would be 
done if the Institute Examination raised its standard a 
little. The chief objection to this is that it would be 
extremely unfair to dismiss a man at the age of, say, 
twenty-three, when after six years’ banking he had no 
other qualifications. A manager should be able to 
determine inside twelve months at most whether a boy is 
good enough to be taken on the permanent staff, and the 
securing of the charter for banks would make it essential 
for a man to have passed the high professional examination 
if he wished to win promotion. 

Is there any way of shortening the long years which 
must of necessity be spent on routine, and so of encour- 
aging a boy to enter banking with the knowledge that 
his own abilities may win him fairly quick promotion ? 
This is probably the most difficult side of the whole 
problem. The average clerk can at present count on 
spending at least his first fifteen years on routine duties, 
and as a matter of fact even a very good man is exceed- 
ingly lucky if he escapes with less. Experienced bankers 
are very well aware of the serious effect of these long 
years of routine on many men, who start on their career 
with high hopes and ambitions, and emerge from the 
years of routine with their ambitions gone, their technical 
knowledge rusty and their enthusiasm blunted—in fact, 
very little good to the banks except as what they have 
been so far, routine clerks. The man who succeeds in 
banking is the man who keeps his energy, his knowledge, 
and his enthusiasm undiminished through these years, 
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and is ready to take on a responsible post at a time when 
it is most likely to be offered to him. It is quite possible 
that these years of routine are really an essential part of 
a banker’s training, and this very searching test of 
strength of character serves more than anything to show 
up the good man and make him stand out from the rest. 
I think there is no doubt that it does. However, if these 
years of routine could be shortened, possibly many men 
who under present conditions allow their faculties to rot 
would become far more useful to the banks, while the 
good men would probably be equally good and would 
serve the banks to their fullest capacity at an earlier 
age. In addition, if it is true that the fear of long years 
of monotonous routine does often keep a good man out 
of banking, then any steps taken to shorten this routine 
would be likely to improve the status of banking. 

A most tempting way of achieving this end is of course 
to have two divisions on the lines of the Civil Service. 
Mr. Steele pointed out that this would mean almost 
insuperable difficulties in recognizing bank staffs, so that 
possibly this scheme may be dismissed as impracticable. 
In connection with this subject one wonders what might 
be possible by the use of machinery. A friend of mine 
who owned four or five banks in the United States, told 
me a year or two ago that by the use of ledger-posting 
machines and other devices he was able to run a bank 
with an average staff of six men, where an English bank 
would need thirty. I suspect he may have been guilty of 
a little exaggeration in his wish to impress on me the 
great advantages of machines. One wonders, though, 
whether the next few years are likely to see any consider- 
able extension in the use of machines in England, and 
what the effect on banking staffs would be in that event. 
If staffs were cut down by half there would be more 
opportunities in proportion to the number of men 
engaged and this would probably be an additional 
incentive to ambitious boys to enter banking. 

Another suggestion, in a way similar to the Civil 
Service scheme, is that women should be employed for 
the simple routine jobs, such as the post, waste books, 
possibly pass-books, and other duties, so that the men 
would spend only sufficient time on these desks to become 
thoroughly familiar with them, and could then pass on to 
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more interesting duties, and duties more calculated to 
train them for their future responsibilities. This scheme 
would provide all the advantages of the Civil Service 
scheme without the disadvantage of having a whole class 
of men in the second division who have no hope of 
promotion and no ambition to make them more efficient. 
As a rule, women clerks would probably not be ambitious, 
and as in most cases they do not expect banking to be 
their occupation for many years, they would not be 
discontented if they were confined to the routine jobs. 
Some solution of the problem might eventually be found 
on these lines, and might go hand in hand with the 
increased use of machines. 

Perhaps, however, the crux of the whole position is 
the question of securing the charter, and if this were 
obtained possibly none of the suggestions discussed 
would be called for, as the status of banking would at 
once be raised and Associates of the Chartered Institute 
of Bankers would be put on a level with members of the 
other professions. A high professional examination would 
be established, and members of the banks’ staffs who 
received the diploma or degree (for which perhaps six 
years’ service or more would also be necessary) would 
automatically be graded in a kind of first division, 
similar to that of the Civil Service scheme. These men 
would fill the positions of chief security clerk, chief 
cashier, accountant, assistant manager, and most of 
the senior positions. It would be open to any member of 
the staff at any time to reach the higher grade by fitting 
himself for the professional examination, and there would 
be no question of having a second division with no hope 
of promotion. 

If this suggestion were adopted most of the drawbacks 
to banking as a career would be removed. The long years 
of routine would be shortened for the qualified man, and 
there would be no need for any increased use of girl clerks 
for routine duties. These would be performed by men 
who would have the knowledge that by their own efforts 
they would be able to escape at any rate from the dullest 
part of the routine. It certainly seems that if any serious 
suggestion is to be put forward for the raising of the status 
of banking, the obtaining of the charter should be the 
primary consideration. 
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greater importance than in the construction 

of safes and strong rooms, and in this respect 

the firm of John Tann, Ltd., hold the premier 
place with forty years’ more experience than that 
of any other firm in existence. 


In spite of the many occasions on which they 
have{been put to the test, no John Tann fire and 
burglar-resisting safe or strong room has ever 
had its contents destroyed or stolen. 


130 years without a failure!—Such a record— 
unique in the history of security engineering—is 
far too valuable to jeopardize by the production 
of anything less than the best. 


N TANN 


Safes s Strong Rooms 


Iz no branch of engineering is experience of 





Catalogue, Estimates, & Expert Advice, gratis. 
JOHN TANN, LTD., 117 Newgate St., London, E.C. 
Teleph sne: Central 4159. Telegrams: ““SAFEJOTAN, LONDON.” 


- AUTOMATIC 
R= LA TELEPHONES 


ARE USED BY 


BARCLAYS BANK 


The House Manager says: 


7 E installed the ‘Relay’ Auto- 
matic Telephone System in 
July 191g, and believe we were 
the first British Bank to do so. 
We find the service so expiditious that 
the apparatus might easily be overworked 
were it possible to do so. 
During the time in which the ‘ Relay’ has 
been in operation here it has given entire 
satisfaction, and we must say we really do 
not know what we should do without it.” 


RELAY FEATURES: 





Write for Booklet No. 17. 
THE RELAY AUTOMATIC TELEPHONE Co.,Ltd., ‘Through in three seconds. Automatic— 


i erators. ay night service. 
Marconi House, Strand, London, W.C.2. no operators. Day and night servic 
Secret—no wrong numbers. 


SS TN I NLL NEN LL LLL, NL Nd, Le, eS 








THE BANKER 









THE MORGAN GRENFELL BANK’S NEW PREMISES. 
THE ELEVATION TO GREAT WINCHESTER STREET 


Mewes and Davis, Architects 
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ARCHITECTURAL NOTES 
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@ 


A Novel Reconstruction—The 
Morgan Grenfell Bank 


By A. E. Richardson, F.R.I.B.A. 


Professor of Architecture in the University of London 


ANKING is almost as old as architecture. When 
this is said the interdependence of the professions 
is epitomized. There were bankers at Babylon, 

the Greeks and the Romans had a banking system, and 
the Chinese invented paper currency. The earlier methods 
survived in Italy during the Middle Ages, until the esta- 
blishment in Venice of the Banco di Rialto in 1584. Then 
came into existence the Banks of Amsterdam, the Bank 
of Hamburg, and the Riksbank in Sweden, followed by 
the introduction of the banknote into Europe. 

In London at this date Lombard Street had long been 
associated with moneylending, which was a privilege of 
the goldsmiths. It had long been the custom of the 
London merchants to deposit their gold in the Tower, 
but when Charles I seized the money confidence was 
lost. Hence it was that a new lease of power was given 
to the goldsmiths, which continued through the Protec- 
torate until the suspension of Exchequer payments in 
1672. The founding of the Bank of England in 1694, 
with Sir John Houblon as governor, was the beginning 















380 THE BANKER 
of a national system of banking. From this time on banks 
began to multiply, springing up in country towns and 
provincial cities under the direction of private bankers 
to form the nucleus of the system which distinguished 
the last century. To-day banking is one of the chief of 
the professions, and the recognition of fine building as an 
aid to its status is daily gaining importance. It is not 
possible within the limits of a short article to deal with 
the whole theory of architectural enterprise as applied 
to the design of banks. Each separate institution demands 
a monograph to itself, so many are the considerations. 
it will be obvious that the character of a head office calls 
for more skill in planning than is the case when a branch 
is projected. Add to this the difficulties of building on 
confined sites in the narrow streets of the City, and some 
idea of an architect’s task can be gained. While it must 
be conceded that the subject has been more fully inves- 
tigated in other countries, particularly in France and 
America, there remains the fact that conditions are 
different at home. But we have no reason to be ashamed 
of the general type of British bank. Architects and 
directors are gradually learning the value of studied 
restraint, and while some buildings are overloaded with 
vain ornament at the expense of good taste, others are 
models of what such buildings should be. 

The reconstruction of the Morgan Grenfell Bank, in 
Great Winchester Street, by Messrs. Mewes and Davis, 
is a worthy addition to the buildings of the City. The 
problem in this case was to reconstruct the building 
without departing from the lines of the enclosing walls. 
The improvement began by re-organizing the plan. The 
original point of entry was retained. Then by the 
expedient of an internal semicircular feature, which gave 
character to the public space, and arose from structural 
necessity, it became possible to create a new external 
interest to Great Winchester Street. 

The dominant feature of the plan as remodelled is 
the spacious banking hall. The internal semicircular 
feature serves as a screen, and masks the entrance lobby 
and messenger-rooms. By lowering the floor of the 
banking space some 30 in., additional importance to the 
hall was gained. The value of restrained design is strongly 
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THE PUBLIC SPACE. THE MORGAN GRENFELL BANK 
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BOARD ROOM. 


evident in the treatment of the hall. Ornament is 
conspicuous by its absence, the lines are pleasantly 
related, the mouldings are simple, the counters unobtru- 
sive. The material used for the floor and the counter- 
fronts is polished Roman marble. The metal fittings and 
the partition doors are in dark bronze. 

Ascending five steps, access is gained to the waiting- 
rooms, and to the lift and staircase leading to rooms on 
the first and upper floors. Beyond this, in a secondary 
hall, is another staircase and lift, planned to give direct 
communication with the upper floors, which are to be let 
privately. Thus by direct planning easy communication 
is assured from Throgmorton Avenue to such portions of 
the bank as it may be desired to shut off, but at the same 
time the convenience of a double entrance is retained. 
Mention must be made of the suite of rooms on the first 
floor. The semicircular feature, previously mentioned as 
a structural necessity, at the level of the banking hall, 
is here utilized to fullest advantage. 

The main staircase is self-contained and lit from an 
internal court. The gallery at the first floor receives its 
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By intercommunication between its Shipping 
Department and a network of Agents in the 
world’s ports, the Westminster Bank enables 
shipowners to keep in financial contact with 
their vessels abroad; to secure by the issue of 
the requisite bail the immediate release of ships 
arrested or detained through collision or other 
cause; to mail or cable funds to ships’ captains 
for disbursements; or, conversely, to receive 
freight amounts paid in at any port of 
call. Detailed information and 
instructions for captains 
are obtainable on 
application 


WESTMINSTER BANK LIMITED 


THE SHIPPING DEPARTMENT, 82 CORNHILL, LONDON, E.C.3 
is connected with the Manchester and Liverpool Offices by a direct 
private telephone line 
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THE PARTNERS’ ROOM AT THE MORGAN GRENFELL BANK 





light from a central window. Then in turn are reached 
the waiting-room, the partners’ room, the board room, 
and a large office. It is impossible to praise too highly 
the skilful adjustment of the plan to the new require- 
ments, or to emphasize too strongly the importance of a 
structural system in planning. For the reconstruction of 
the board room and the suite of first-floor rooms certain 
features from Devonshire House, designed by William 
Kent, have been used. These latter consist of doors, 
architraves, and other fitments. The three partners’ 
rooms have panelling in figured Italian walnut, and these 
rooms, in design, accord with the restraint which is 
characteristic of the whole work. 

Until the centre of city life is changed it will not be 
possible for bank architecture to compete externally with 
the great palaces of finance which are features of the 
business side of New York. In America the conditions 
are so entirely different. English architects, when called 
upon to deal with awkward sites in congested streets, 
are faced with difficulties which would confuse those 
accustomed to fewer restrictions. 
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THE BANK’S SILENT FLOOR 
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HAMBROS BANK. 


A rubber floor gives the sense of dignity to a building ; the 
silence that gives atmosphere—the atmosphere of solidity 
and worth. These are the essential impressions a bank 
must give to its clients. 


HAMBROS BANK is laid with Leyland Rubber 
Tiling. The floor has been made in a design and 
in colours to tone with and enhance the furniture 
and interior fittings of the Bank. The result is 
a piece of work that is worthy of the building 
that houses it. 


Leyland Rubber Flooring 


may be obtained in any of our extensive range 
of colours and laid to the architect’s own 
design and combination of colours. 


For further particulars write for our Illus- 
trated Coloured Catalogues and Samples. 


THE LEYLAND & BIRMINGHAM RUBBER COMPANY, LTD. 


WORKS: Leyland, near Preston; Maryhill, Glasgow; Pole Street Mills, 
Preston; and Mitcham, Surrey. 

LONDON OFFICE: 24, 26, 28, 30 Duke Street, Aldgate, E.C. 3. 

BRANCHES: Birmingham, Manchester, Cardiff, Dublin, Liverpool, Glasgow, 

Edinburgh, Newcastle-on-Tyne, Calcutta, Johannesburg and Buenos Aires. 
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THE LIFT IN THE NEW MORGAN GRENFELL BUILDING, LOOKING 
FROM THE PUBLIC SPACE 


The main issue in London is to obtain natural 
light, as much as it is possible to gain it from close 
courts and areas. There are restrictions regarding 
height, the need to complement existing buildings, and 
many other factors. As far as detail is concerned, and 
considering the limitations of scale, there is nothing to 
choose between English building methods and those of 





+ epesctaingated 





Hlamibros Bank 
Limited 











CITY OF BELFAST 
LOANS 


57 TRUSTEE 
INVESTMENTS 


Sums of £50 and upwards can 
be invested without expense to 
Lenders, in % CORPORA. 
TION MORTGAGES, repay- 
able on 4th January, 1930, 1935, 
1940; or in the new issue of 5% 
CORPORATION STOCK to 
be redeemed on 4th October, 
1945. Full information can be 
obtained from the City Treasurer, 
City Hall, Belfast, or through 
any Stockbroker or Banker. 





41. Bishopsgate 
London E.C.2 

















CROSBIE & LAW’S TABLES 


FOR THE IMMEDIATE CONVERSION OF 
PRODUCTS " INTEREST 
At Twenty-nine Rates, viz.: 

From one to eight per cent. inclusive, 


proceeding by Quarter Rates’ - 
each Rate occupyinga single opening. 


HUNDREDS OF PRODUCTS BEING 
REPRESENTED BY UNITS 


EIGHTH EDITION 


FIFTEEN SHILLINGS. 
POST FREE - SIXTEEN SHILLINGS 


EFFINGHAM WILSON, 
54 Threadneedle Street, 


WATERLOW & SONS, LIMITED, 


| London Wall and Birchin Lane, London. 
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other countries. That recent years have produced an 
advance in taste is beyond question. There is now a 
more earnest desire for simplicity and harmony of parts, 
a better appreciation of colour, and a clearer under- 
standing of bank character. When Sir John Soane 
remodelled the Bank of England at the close of the 
eighteenth century he initiated a system of improvements 
in bank design which were almost a century ahead of 
his time. Then was learnt the value of unrestricted 
banking spaces, of full lighting, and of the sense of 
airy spaciousness in planning, which is one of the 
first essentials of this specific branch of architecture. 
Victorian experiments in styles, however, temporarily 
obscured the merit of this original architect’s work. It 
is of the greatest interest to observe that those who have 
the organizing of banks, both in town and country, now 
seek the best professional assistance. It is equally 
pleasurable to find care bestowed on country banks as 
well as those in cities. The design of a bank calls for the 
highest skill, which must begin with the plan and finish 
with the attribute of appropriate character. From the 
viewpoint of the public, a bank is regarded first from its 
riggs look, and secondly from its internal convenience. 
A showy bank will not inspire the confidence exercised 
over the mind by one that is a richly simple statement of 
facts. This truth must always be borne in mind, but 
the chief essential is perfection of planning. 

Many eminent architects are now commissioned to 
design bank buildings. There is the new bank in Picca- 
dilly, by Sir Edwin Lutyens, who is engaged with Mr. 
Gotch on the rebuilding of the Midland Bank in Cheap- 
side. Mr. Baker, with Mr. Troup, is remodelling the 
Bank of England. Hambros Bank has recently been 
completed by Messrs. Niven and Wigglesworth, and many 
other examples could be cited. On the other hand, there 
are many banks in the City which, outwardly at least, 
are far from satisfactory. There is still, unfortunately, 
a tendency to indulge in provincialisms which defeat the 
very purpose for which a bank is intended. Economy and 
restraint in outward expression belong by right to the 
very fibres of banking, and disregard of these essential 
attributes militates against success in design. 
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